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extending aid to people of German and .Austrian Republics; 
to the Committee on Foreign Affairs. 

6838. Also, petition signed by 24 citizens of St. Paul, Minn., 
urging support of joint resolution extending aid to people of 
German and Austrian Republics; to the Committee on Foreign 
.Affairs. 

6830. Also, resolution adopted at a mass meeting of citizens 
of St. Paul, Minn., urging support of joint resolution extending 
aid to people of German and Austrian Republics; to the Com­
mittee on Foreign Affairs. 

68-:10 .. AJso, memorial from St. Paul Unit, No. 34, Steuben 
Society of .America, urging support of joint resolution extending 
aid to people of German and .Austrian Republics; to the Com­
mittee on Foreign Affairs. 

6841. Also, petition signed by 40 citizens of St. Paul, Minn., 
urging support of joint resolution extending aid to people of 
German and Austrian Republics ; to tlle Committee on Fo1·eign 
Affairs. 

6 42. By l\Ir. KINDRED : Petition of mass meeting of the citi­
zen~ of Plattsburg, urging Congress to support national defense 
act by making appropriations. as recommended by the President 
and 'ecretary of War; to the Committee on Naval Mairs. 

6843. Also, petition of customs laborers of San Francisco, 
fa voring House bill 13382; to the Committee on Ways and 
Means. 

6844. Also, petition of Frederick Snare Corporation, favoring 
a change in the immigration law; to the Committee on Immigra­
tion and Naturalization. 

6845. By Mr. KISSEL: Petition of Harry Boland Council, 
.American Association for Recognition of the Irish Republic, 
Brooklyn, N. Y., urging the Government of the United States to 
protest against the barbarous executions of prisoners of war 
now being carried on by the so-called Irish Free State ; to the 
Committee on Foreign Affairs. 

6846. By Mr. LINEBERGER: Petition of 21 citizens of Long 
Beach, Calif., to abolish discriminatory tax on small-arms am­
munition and firearms; to the Committee on Ways and Means. 

6847. Also, petition from 14 citizens of the ninth congressional 
district of California, opposing the Bursum Indian bill; to the 
Committee on Indian Affairs. 

6848. By Mr. LITTLE: Resolutions of the Spring Hill (Kans.) 
Farmers' Union, Local No. 1784, in regard to the Federal re­
serve bank; to the Committee on Banking and Currency. 

6849. By Mr. RADCLIFFE: Petition of 48 citizens of New 
Jer ey, favoring a joint resolution purporting to extend imme­
diate aid to the people of the German and Austrian Republics; 
to the Committee on Foreign .Affairs. 

6850. By Mr. RIORDAN: Petition favoring a joint resolu­
tion to extend immediate aid to the people of the German and 
.Austrian Republics; to the Committee on Foreign Affairs. 

6851. By Mr. ROSE : Petition of Cambria County Rural Letter 
Carriers' Association, Pennsylvania, urging passage of the 
Ketcham bill, H. R. 13297; to the Committee on the Post Office 
and Post Roads. 

6852 . .Also, petition of the Republican Women's Organization 
of Cambria County, Pa., urging a more strict and impartial en­
forcement of the prohibition law in that district; to the Com­
mittee on the Judiciary. 

6853. By Mr. SNELL: Petition of citizen · of Plattsburg, 
N. Y., favoring national defense act; to the Committee on Mili­
tary Affairs. 

6854. Also, petition of citizens of Saranac Lake, N. Y., to 
abolish discriminatory tax on small arms, ammunition, and fire­
arms, internal revenue bill, section 900, paragraph 7 ; to the 
Committee on Ways and Means. 

6855. By Mr. SMITH of Michigan: Resolutions adopted by 
Hillsdale Pomona Grange, Hillsdale, Mich., protesting against 
the passage of House bill 13125, an amendment to the Federal 
farm loan act; to the Committee on Banking and Currency. 

6856. By Mr. THOMPSON: Petition of 177 citizens, Putnam 
County, Ohio, urging action on House Joint Resolution 412, for 
the relief of the distress and famine conditions in Germany and 
Austria; to the Committee on Foreign Affairs. 

6857. By Mr. YOUNG: Petition of the Benedict National 
Farm Loan Association, Benedict, N. Dak., protesting against 
the Strong bill and urging that it shall not be passed without 
amendments; to the Committee on Banking and Currency. 

G853. Also, petition of the Carson National Farm Loan .As­
sociation, Carson, N. Dak., protesting against the Strong bill 
(H. R. 13125), and urging that same shall not be passed; to the 
Committee on Banking and Currency. 

6859. Also, petition of the Ellendale National Farm Loan .As­
sociation, opposing amendments to the Federal farm loan act; 
to the Committee on Banking and Currency. 

6860. Also, petition of H. Heitmann and others, of Martin, 
N. Dak., urging the passage of joint resolution now pending in 
Congress purporting to extend immediate aid to the people of 
the German and Austrian Republics; to the Committee on 
Foreign .Affairs. 

6861. Also, petition of F. W. Kalbur and others, of Ellendale, 
N. Dak., urging the passage of joint resolution ·now pending in 
Congress purporting to extend immediate aid to the people of 
the German and Austrian Republics; to the Committee on For­
eign Affairs. 

6862. Also, petition of J. R. Klundt and others, of Mc­
Clusky, N. Dak., urging the passage of joint resolution now 
pending in Congress purporting to extend immediate aid to the 
people of the ·German and Austrian Republics; to the Com­
mittee on Foreign Affairs. 

6863. Also, petition of Reo L. Knauss and others, of Bismarck, 
N. Dak., urging the pas age of joint resolution now pending in 
Congress purporting to extend immediate aid to the people of 
the German and Austrian Repuulics ; to the Committee on For­
eign Affairs. 

6864. Also, petition of Michael Schmierer and others, of 
Ellendale, N. Dak., urging the passage of joint resolution now 
pending in Congress purporting to extend immediate aid to the 
people of the German and .Austrian Republics; to the Committee 
on Foreign Affairs. 

6865. Also, petition of National Farm Loan Association, Bot­
tineau, N. Dak., protesting against the passage of the Strong 
bill without amendment; to the Committee on Banking and 
Currency. 

6866. Also, petition of the National Farm Loan Association, 
of Cando, N. Dak., opposing certain amendments to the Fed­
eral farm loan act; to the Committee on Banking and Cur­
rency. 

SENATE. 
WEDNESDAY, J anum·y 17, 19~3. 

(Legislative day of Tuesday, Jan·uar-y 16, 1923.) 

The Sen.ate met at 12 o'clock meridian, on the expiration of 
the recess. 

Mr. CURTIS. l\Ir. President, I suggest the absence of a 
quorum. 

The VICE PRESIDENT. The Secretary will call the roll. 
The .Assistant Secretary called the roll, and the following 

Senators answered to their names : 
Ashurst Glass McKellar Smoot 
Ball Hale McKinley Spencer 
Bayard Harris McLean Stanfield 
Borah Harrison McNary Stanley 
Brookhart Heflin Nelson Sterling 
Calder Hitchcock New Sutherland 
Capper Johnson Nicholson Townsend 
Colt Jones, Wash. Norbeck Underwood 
Couzens Kellogg Norris Wadsworth 
Culberson Kendrick Oddie Walsh, Mass. 
Curtis Keyes Overman Walsh, Mont. 
Dial KLaµidgd Ransdell Warren 
Fernald Reed, Pa. Watson 
Fletcher Lenroot Sheppard Weller 
George Lodge Shortridge Will ls 
Gerry Mccumber Simmons . 

Mr. CURTIS. I was requested to announce that the Senator 
from Arizona [Mr. CAMERON] is detained on official business. 

Mr. WILLIS. I desire to announce the unavoidable absence 
of my colleague [l\Ir. Po:MERE rn] on account of illness. I ask 
that,this annotmcement may stand for the day. 

Mr. BROOKHART. I wish to announce that the senior 
Senator from Wisconsin [Mr. LA FOLLETTE] is detained at a 
hearing before the Committee on Manufactures. 

The VICE PRESIDENT. Sixty-three Senators having an­
swered to their names, a quorum is present. 

DEP ABTMENTAL USE OF AUTOMOBILES. 

The VICE PRESIDENT laid before the ,Senate the follow­
ing communications, in response to Senate Resolution 399, rela­
tive to the number and use of automobiles in the several de­
partments, independent bureaus, and commission , which were 
ordered to lie on the table : 

A communication from the president of the Columbi.a Institu­
tion for the Deaf; 

.A communication from the secretary of the United States 
Civil Service Commission ; 

.A communication from the secretary of the Board of Surveys 
and Maps of the Federal Government; 

A communication from the acting secretary general of th< 
Inter-American High Comm.is-ion, United States section ; 



1868 CONGRESSIONAL RECORD-SEN ATE. JANUARY 17, 

A communication from the Chief, United States Bureau of 
Efficiency; 

A communication from the secretary of the Federal Narcotics 
Control Board; 

A communication from the chairman of the International 
Joint Commission ; 

A .communication from the clerk -0f the Commission on Navy 
Yards and Naval Stations; 

A communication from the chairman of the Commission of 
Fine Arts; 

A communication from the executive and disbursing officer of 
the Arlington l\femorial Amphitheater Cominission; 

A communication from the secretary of the United States 
Railroad Labor Board ; · 

A communication from the executive and disbursing officer 
of the Rock Creek and Potomac Parkway Commission; 

A communication from the home secretary of the National 
Academy of Sciences; 

A communication from the commissioner of the International 
Boundary Commission, United States, Alaska, and Canada; 

A communication from the executive clerk of the Interna­
tional Sanitary Bureau, Pan American Union; 

A communication from the secretary and chief clerk, Federal 
Board for Vocational Education; and 

A communication from the Assistant to the Secretary of the 
Interior, stating that the information called for will be fur­
nished at the earliest possible date. 

HIGH PRICES OF HOUSE-FURNISIDNG GOODS. 

The VICE PRESIDENT laid before the Senate a report of 
the Federal Trade Commission, in response to Senate Resolution 
127, agreed to January 4, 1922, relative to price conditions in 
the principal branches of the house-furnishing goods industry 
and trade, etc., which was referred to the Committee on Manu­
factures. 

SENATOR FROM :HAINE. 

Mr. FERNALD. Mr. President, I present the credentials of 
my colleague, Mr. HALE, chosen a Senator from the State of 
Maine for the term beginning March 4, 1923, which I ask may 
be read and placed on file. 

The credentials were read and ordered to be placed on file, 
a.s fallows : 

STATE OJI' MAINll. 
To all who shall see these presents. gt'eeting: 

Know ye that FREDERICK HAL1!1, of Portland, 1n the county of Cum­
berland, on the 11th day of September, in the year of our 1.ord 1922, 
was chosen by the electors of this State a Un1ted States Senator to 
represent the State of Maine in the Un1ted States Senate for the term 
of six years, beginning 'on the 4th day of March, 1923. 

In testimony whereof, I have caused the seal of State to be here­
unto affi:xed. 

Given under my hand at Augusta, the l~th day of November, in the 
year of our Lord 1922 and in the one hundred and forty-seventh year of 
the independence of the United States of .Anierica. 

(SlilAL.] PERCIVAL D. B.!XTER. 
By the governor: 

FRANK W. BALL, Secretarv of State. 
SENATOR ELECT FROM TEX.AS. 

Mr. SHEPPARD. Mr. President, I present the credentials 
of EARLE B. MAYFIELD, Senator elect from Texas, for the term 
beginning March 4 next. I ask that the credentials may be 
read and placed on file. 

The credentials were read and ordered to be placed on file, 
as follows: 

CERTIFICATE OF ELllCTION, STATE OJI' T1!lXA.S. 

This ls to certify that at a general election held in the State ot 
Texas <>n the first Tuesday after the first Monday in November, A. D. 
1922 being the 7th day of said month, EARLE B. MAYFUILD having 
recei~ed the highest number of votes cast for any pereon at said elec· 
tlon for the office hereinafter named, was duly elected as United States 
Senator 1'or the State of Texas. 

In testimony whereof I have hereunto subscribed my name and 
caused the seal of State to be affixed at the city of Austin, on this the 
18t h day of December, A. D. 1922. 

[SEAL.] PAT M. N:m11'1!', Governor. 
By the governor : 

S. L. STAPLES, Beoretarv of State. 
PETITIONS AND MEMORIALS. 

Mr. McCUl\IBER presented a petition of sundry citizens of 
Flaxton, Woburn, Bowbells, Coteau, and Niobe, all 1n the State 
of North Dakota, praying for the enactment of legislation to 
stabilize prices of wheat and other farm products, which was 
referred to the Committee on Agriculture and Forestry. 

He also presented petitions of sundry citizens of Judson, New 
Salem, Almont, Bluegrass, Ellendale, and Anamoose, all in the 
State of North Dakota, praying for the passage of legislation 
extending immediate aid to the famine-stricken peoples of the 
German and Austrian Republics, which were referred to the 
Committee on Foreign Relations. 

Mr. WARREN presented resolutions adopted by the Farmers' 
Central National Farm Loan Association of Basin , and of the 
Dubois National Farm Loan Association of Dubois both in the 
State of Wyoming, favoring the passage of legislation amend­
ing the Federal farm loan act, which were referred to the 
Committee on Banking and Currency. 

l\fr. LADD presented a petition of 55 citizens of Taylor, 
Gladstone, and Lefor, all in the State of North Dakota, praying 
for the passage of legislation extending immediate aid ta the 
famine-stricken peoples of the German and Austrian R epublics, 
which were referred to the Committee on Foreign Relations. 

He also presented resolutions of the Carson Nation.al Farm 
Loan Association, of Carson; the Benediet National Farm Loan 
Association, of Benedict; and the New Salem National Farm 
Loan Association, of New Salem; all in the State of North 
Dakota, protesting against the passage of House bill 13125, 
the so-called Strong bill, amending certain sections of the Fet.1-
eral farm loan act, which were referred to the Committee on 
Banking and Currency. 

REPORTS 011' COYMITI'EES. 

Mr. BALL, from the Committee on the District of Columbia, 
to which was referred the bill ( S. 4283) to authorize the Com­
missioners of the District of Columbia to require operators of 
motor vehicles in the District of Columbia to secure a permit, 
and for other purposes, reported it without amendment and 
submitted a report (No. 1017) thereon. 

Mr. TOWNSEND, from the Committee on Post Offices and 
Post Roads, to which were referred the following bills, reported 
them each without amendment and submitted reports thereon : 

A bill ( S. 3773) to reduce night work in the Postal Service 
(Rept. No. 1018); and 

A bill (S. 4248) to fix the compensation of employees in post 
omces for overtime services performed in excess of eight hours 
daily (Rept. No. 1019). 

MISSISSIPPI RIVER BRIDGES. 

Mr. CALDER. Mr. President, the junior Senator from Min­
nesota [Mr. KELLOGG] is exceedingly anxious to have a bridge 
bill passed, which I am authorized to repo·rt from the Com­
mittee on Commerce. It is in the usual form and is recom­
mended by the War Department. I therefore report back fa­
vorably without amendment the bill (H. R. 13511) granting the 
consent of Congress to the city of St. Paul, Minn., to construct 
a bridge across the Mississippi River, and I submit a report · 
(No. 1016) thereon. I ask unanimous consent for its present 
consideration. 

Mr. JONES of Washington. That is with the understanding 
that it will take no time. 

Mr. CALDER. Certainly. 
There being no objection, the bill was considered as in Com­

mittee of the Whole, and it was read, as follows : 
Be 4t enaotea, etc., That the consent of Congress is hereby granted 

to the city of St. Paul, Minn., and its successors and assigns to con­
struct, ma intain, and operate a bridge and approaches thereto across 
the Mississippi River at a point suitable to the interests of navigation 
at or near the point where Robert Street, in said city of St. P aul 
crosses the Mississippi River, in the county of Ramsey, in the State 
of Minnesota, in accordance with the provisions of the a.ct entit led 
".An act to regulate the construction of bridges over navigable waters," 
approved March 23, 1906. 

SEC. 2. That the right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The bill was reported to the Senate without amendment, 
ordered to a third reading, read the third time, and passed. 

Mr. CALDER. The Senator from Louisiana [Mr. R A NSDELL] 
is exceedingly anxious to have a House bridge bill passed. 
which I report back favorably from the Committee on Com­
merce with amendments. It is the bill ( H. R. 11626) to ex­
tend the time for constructing a bridge across the Mississippi 
River at or near the city of Baton Rouge, La. I ask for its 
present consideration. 

There being no objection, the Senate, as in Committee of the 
Whole, proceeded to consider the bilL 

The amendments were, in line 6, to strike out the words 
"three years" and insert "one year," and in line 7, before the 
word " years," to strike out the word " six " and insert " three," 
so as to make the bill read : 

Be it enacted, etc., That the times tor commencing and completing 
the bridge authorized by the act of Congress approved July 17, 1914, 
to be built across the Mississippi River at or near the cit y of Baton 
Rouge, La., are hereby extended one year and three years, respectively. 
trom the date ot approval hereof. 

SEC. 2. That the right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The amendments were agreed to. 
The bill was reported to the Senate as amended, and the 

amendments were concurred in. 
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The amendments were ordered to be engrossed and the bill 
to IJe read a third time. 

The bill was read the third time, and passed. 
BILLS AND JOI.!.'iT RESOLUTION I ""TBODUCED. 

Bills and a joint resolution were introduced, read the first 
time, and, by unanimous consent, the second time, and referred 
as follows: 

By l\lr. W A.DSWORTH: 
A bill (S. 4357) for the relief of the New York State Fair 

Commission; to the Committee on 01aims. 
A bill ( S. 4358) to authorize the American Niagara Railroad 

Corporation to build a bridge across the Niagara River between 
the State of New York and the Dominion of Canada; to the 
Committee on Commerce. 

By l\1r. FRANCE: 
A bill (S. 4359) for the relief of L. P. Kelly; 
A. bill ( S. 43GO) for the relief of John Hemy Burgess; and 
A bill ( S. 4361) for the relief of Sallie Coleman; to the Com­

mittee on Claims. 
A bill ( S. 4362) to provide aid from the United States for the 

eYeral States in pre1ention and control of drug addiction and 
the care and treatment of drug addicts, and for other purposes; 
to the Committee on Appropriations. 

By Mr. RANSDELL: 
A bill ( S. 4363) providing for a suney of tlle l\lississippi 

River from Baton Rouge to New Orleans, La.; to the Committee 
on Commerce. 

By :Mr. CALDER: 
A joint resolution (S. J. Res. 269) authorizing the President 

of the United States, un<ler the provisions of the first sentence 
of section 202 of the transportation act, 1920, to pay just and 
meritorious claims for loss of and/or damage to freight in 
transportation arising out of or incident to Federal control, and 
declaring the intent of section 206 (a) of said act in relation 
to the provision authorizing actions at law against an agent 
appointed by the President; to the Committee on Interstate 
Commerce. 

AMENDMENTS OF INDEPENDENT OFFICES APPROPRIATION BILL. 
~Ir. McKELLAR submitted an amendment proposing to strike 

from the bill the exception that six officers or employees of the 
United States Shipping Board or the United States Shipping 
Board Emergency Fleet Corporation may be paid a salary oL' 
compensation at the rate of not to exceed $25,000 per annum 
each and ~wo not to ex~eed $20,000 each, intended to be pro­
posed by him to House bill 13696, the independent offices appro­
priation bill, which was ordered to lie on the table and to be 
printed. 

He also submitted sundry amendments providing that pas­
senger-carrying vehicles of the United States Veterans' Bu-­
reau, the United States Shipping Board, the Potomac Park 
office buildings, the Smithsonian Institution, the National Ad­
visory Committee fo~· Aeronautic , the Housing Corporation, 
the General Accountmg Office, the Civil Service Commission 
and the Alien Property Custodian either shall be sold in th~ 
manner now prescribed by law and the proceeds covered into 
the Treasury or the appropriations therefor stricken out or 
both, intended to be p1·oposed by him to House bill 13696,' the 
independent offices appropriation bill, which \Vere ordered to 
lie on the table and to be printed. 

MESS.!.GE FROM THE ROt:SE. 
- A message from the House of Representatives, by l\lr. Over­
hue, its enrolling clerk, announced that the House disagreed 
to the amendments of the Senate to the bill (H. R. 13593) 
making appropriations for the Post Office Department for the 
fiscal year ending Jun~ 30, 1924, and for other purposes; re­
quested a conference with the Senate on the disagreeing votes 
of the two Houses thereon, and that Mr. SLEMP, Mr. l\lA.noEN, 
Mr. OGDEN, l\ir. TAYLOR· of Colorado, and l\Ir. CARTER were 
appointed managers on the part of the House at the conference. 

ENROLLED JOINT RESOLUTION SIG ED. 
- The message also announced that the Speaker of the House 
had signed the enrolled joint resolution ( S. J. Res. 251) pro­
viding for the filling of two vacancies in the Board of Re­
gen ts of the Smithsonian Institution of the class other than 
Members of Congress, and it was thereur_>on signed by the 
Vice President. 

POST OFFICE DEPARTMENT APPROPRIA'fION. 
l\lr. WARREN. I ask the Chair to lay before the Senate 

the action of the House of Representatives on the amend­
ments of the Senate to the Post Office appropriation bill. 

'Ihe PRESIDING OFFICER (l\Ir. POI -DEXTER in the chair) 
laid before the Senate the actio1:1 of the House of Representa-

tlves disagreeing to the amendments of the Senate to the bill 
(H. R. 13593) making appropriations for the P ost Office De­
partment for the fiscal year ending June 30, 1924, and for 
other purposes, and requesting a conference with t lle Senate 
on the disagreeing votes of the two Houses thereon. 

l\Ir. WARREN. I move that the Senate insist on its amend­
ments disagreed to by the House of Representa tives, agree to 
the conference asked by the Hou e, and that the Cllair ap­
point the conferees on the part of the Senate. 

The motion was agreed to ; and the Presiding Officer ap­
pointed l\1r. TOWNSEND, Mr. STERLING, l\1r. PHIPPS l\Ir. l\lc­
KELLAR, and Mr. HARRIS conferees on the part of the Senate. 

TAXATION OF STOCK DIVIDE ID • 

l\Ir. BROOKHART. l\lr. President, I ask unanimous con­
sent for the pre ent consideration of Senate Resolution 409 
submitted by me on yesterday. 

The VICE PRESIDENT. The Senator from Iowa asks 
unanimous consent for the immediate consideration of Senate 
Resolution 409, which, for the information of the Senate, the 
Secretary will report. 

The Assistant Secretat·y read the resolution (S. Res. 409) 
submitted yesterday by Mr. BROOKHART, as follows: 

Whereas the Federal Trade Commission reports 328 corporat ions 
have released surpluses by the stock-dividend plan during the calendar 
year 1922, reaching more than $2,149,151,425 ; 
Yid:sh:ereas section 220, revenue act approved November 23, 1921, pro-

" That i! any corporation, however created or organized, is formed 
or availed of for the purpose of preventing the imposition of the sm·­
tax upon its stockholders or members through the medium of permitting 
its gains a.nd profits to accumulate instead of being divided or distrib­
uted, there shall be levied, collected, and paid for each taxable year 
upon the net income of uch corporation a tax equal to 25 per cent of 
the amount thereof, which shall be in addition to the tax imposed by 
section 230 of this title, and shall be computed, collected, and paid upon 
the same basis and in the ame manner and subject to the same provi­
sions of law, including penalties, as that tax": Therefore be it 

R esol ved, That the Secretary of the Treasury is hereby requested to 
furnish the Senate with the names of companies, amounts, and dates 
of penalties, if any, imposed by the Commissioner of Internal Revenue 
during aid year of 1922, pursuant to the provisions of section 220 
Internal Revenue Laws of 1921. ' 

The VICE PRESIDENT. Is there objection to the immediate 
consideration of the resolution? 

l\lr. JONES of Washington. I understand the consideration 
of the resolution will take no time? 

l\Ir. BROOKHART. J understand that it will not. 
There being no objection, the Senate proceeded to consider 

the resolution. 
Mr. WADS WORTH. l\fay I ask the Senator from Iowa it 

it is the purpose of the resolution ultimately to make public 
the income-tax returns of indi yiduals? 

l\1r. BROOKHAR'l'. Mr. President--
Mr. SMOOT. I understand that the resolution applies only 

to stock dividends. 
Mr. BROOKHART. The resolution will apply only to those 

who ha1e been punished by the imposition of penalties pursuant 
to law. 

The VICE PRESIDENT. The question is on agreeing to the 
resolution. 

The resolution was agreed to. 
The preamble was agreed to. 

RUBAL MARKETING AND citEDIT FACILITIES. 
The Senate, as in Committee of the Whole, resumed the con­

sideration of the bill ( S. 4280) to provide credit facilities for 
the agricultural and live-stock industries of the United States 
to amend the Federal reserve act, to amend the Federal far~ 
loan act, to extend and stabilize the market for United States 
bonds and other securities, to provide fiscal agents for the 
United States, and for other purposes. 

The VICE PRESIDENT. The pending question is on the 
amendment proposed by the Senator from Florida [Mr. 
FLETCHER], which will be stated. 

The ASSISTANT SECRETARY. On page 10, in lines 1 and 2 it is 
proposed to strike out the words " such obligation is b

1

y its 
terms made payable " and to insert " its principal office is 
located," so that if amended as proposed the clause will read: 

SEC. 6. Any . corporation organized under the provisions of this act 
may take, receive, reserve, and charge on any loan or discount made 
or upon any note, bill of eJ.:change, or other evidence of debt interest 
at the rate allowed by the laws of the State in which its 'principal 
office is located. 

Mr. FLETCHER. l\lr. Pre ident, I have already stated the 
reasons why I think this change should be made, and I do not -
care 11ow to elaborate them. I will merely add that my belief 
is that if the provision remains in the bill as now drawn it will 
mean that if any corporations are organized under the bill­
and I as ume that some will be organized-they will be organ­
ized in financial centers and make their paper payable in the 
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high interest rate States, for that will be allowable under the 
proposed law. It seems to be a very anomalous and extraordi­
nary provision that if a farmer or stock raiser in Virginia 
should negotiate for a loan with one of these corporations in 
New York, the corporation could make the note payable in 
Nebraska, for instance. I do not know what the rate of interest 
in Nebraska is, but I merely assume that the interest rate 
there may be 12 per cent. That would be the kind of transac­
tion which would be permitted under this proposed act as it 
now reads. I think that the rate of interest in the State in 
which the principal office of the corporation is located should 
be the rate of interest fixed or, as suggested by the Senator 
from Wisconsin [Mr. LENROOT], it might read" the State where 
the borrower resides." I should not have any objection to that; 
but it does seem to me that the provision as now drawn is 
unusual and is not justified. I have no further comment to 
make on it. 

Mr. McLEAN. I do not object to that amendment. 
The VICE PRESIDENT. The question is on the amendment 

proposed by the Senator from Florida. -
The amendment was agreed to. 
Mr. FLETCHER. On page 12, in line 17, after the word 

" organized," I suggest an amendment by adding the words " or 
doing business." The purpose of that amendment is to allow 
corporations already existing to qualify under this proposed act, 
but lf the provision is limited to those organized under the act 
they would not be included. 

Mr. McLEAN. It might be assumed that corporations already 
organized could qualify, but I have no objection to the amend­
ment. 

The VICE PRESIDENT. The question is on the amendment 
proposed by the Senator from Florida. 

The amendment was agreed to. 
Mr. FLETCHER. At the top of page 13, line 1, there is a 

mere clerical error, which I think should be corrected. The 
word "corporations" in that line ought to be "corporation" in 
order to make the language grammatical. 

The VICE PRESIDENT. The question is on the amendment 
proposed by the Senator from Florida. 

The amendment was agreed to. 
Mr. FLETCHER. Mr. President, we now come to an impor­

tant section of the bill-section 9-which provides: 
SEC 9 That no co.rporatlon organized under this act except cor­

porations with powers limited, as provided in section 8, shall com­
mence b~<d.ness until 1t bas deposited with the Federal reserve bank of 
the district wherein it bas its principal place of business, bonds or 
other obligations of the United States in an aggregate face amount at 
lea.st 25 per cent o.f its paid-in capital stock. 

I wish to propose an amendment, after the word "business," 
in line 22, to insert the words " Federal farm loan " and to 
strike out the word "other" in that line, so as to read: 

Deposited with the Federal reserve bank of the district wherein it 
has its principal place of business Federal farm-loan bonds or obliga­
tions of the United States in an agil"egate face amount of at least 25 
per cent of its paid-in capital stock. 

It seems to me that farm-loan bonds are just as good security 
as any other security that might be pledged or deposited as 
collateral with the Federal reserve banks. 

Mr. McLEAN. Mr. President, that may be true; but there 
may also be a great many other varieties of bonds which are 
just as good as United States bonds. There are, however, 
plenty of United States bonds which may be obtained, and it 
seems to me unwise to enlarge in any way the character of 
security which shall be held as reserves. I object to the amend­
ment. Farm-loan bonds are all right at present, ~nd I hope 
they will continue to be; but, as there are plenty of United 
States bonds wbicb may be used for this purpose, I do not see 
any need of the amendment. 

Mr. FLETOHER. Mr. President, one purpose of the amend­
ment would be to increase somewhat the demand for farm.­
loan bonds and to broaden to some extent the market for such 
bonds. I would not propose the amendment if I did not feel 
that farm-loan bonds are absolutely safe. All we want to do 
Is to make the system safe and sound, and I think farm-loan 
bonds are just as good 1Security as the obligations of the Gov­
ernment. 

Mr. UNDERWOOD. Mr. President--
Mr. McLEAN. Mr. President, if the Senator from Alabama 

will pardon me for a moment, the last issue of farm-loan 
bonds, of which, I think, there were something like $75,000,000, 
sold in half a day, and they sold above par. I do not believe 
that it would be very easy to secure such bonds. It might be 
possible for corporations established under the bill to get them, 
but they are sold to private parties as a high-class investment; 
and I see no necessity whatever for making them eligible under 
this bill. 

Mr. FLETCHER. Of course, the amendment would enlarge 
the scope of the deposit; that is to say, as the bill would read 
without the amendment I propose it would be necessary to 
secure Government bonds to make the deposit. The amend­
ment would simply allow the corporation, if it sees fit to do so, 
to utilize either farm-loan bonds or Government bonds, which­
ever might best suit the corporation. 

Mr. GLASS. Mr. President, it seems to me that there is no 
more valid reason why we should permit Federal farm loan 
bonds as security for loans negotiated than that we should per­
mit to be so used the bonds and stocks of great railroad cor­
porations which are just as good security as farm loan bonds. 
As a matter of fact, we should never have permitted United 
States bonds to be used as collateral security by the Federal 
reserve system if at the time of the enactment of the Federal 
reserve act anybody could have conceived that the day would 
ever come when there would be $24,000,000,000 of United States 
bonds outstanding. What we had designed to do for 50 years 
theretofore, ineffectually, was to get away from a rigid bond­
secured currency which was never responsive to the commercial 
needs of the country ln times of exigency. 

The distingulshed Senator from Florida [Mr. FLETCHER] said 
yesterday that any security that was good was elastic. I differ 
from him on that proposition. In 1907, for example, United 
States bonds were good, but without going through the process 
of getting a national-bank charter and taking out circulation 
they were not good for currency and not a dollar of currency 
could be obtained on them. The Pennsylvania Railroad stocks 
and bonds were secure ; they were good ; but there is not a 
bank in the United States that could have obtained a dollar of 
currency on them, because such securities are not liquid collat­
eral for loans. 

Federal farm loan bonds are not Government securities ; they 
are the evidence of indebtedness of private corporations; and 
if we ever once open the door for this type of security as a 
basis for currency and credit issues there is no telling where 
we will stop. As I said awhile ago, if we could ever have con­
ceived that there would be $24,000,000,000 of United States 
bonds outstanding at one time, we would never have made 
United States bonds a basis for loans of a quick commercial 
nature; and in the final analysis that is what this bill provides, 
namely, loans of a commercial nature. 

Senators undertake to differentiate commercial banking from 
investment banking, but their differentiation is not altogether 
clear. They undertake to differentiate commercial loans from 
farm loans, although 95 per cent of the business of agriculture 
is · of a commercial nature; it is sale and barter; it is not in­
vestment. A great deal of it is speculation ; but nobody as yet 
has been able to define the line between speculation and invest­
ment. 

So I sincerely hope that the Senate will not decide to permit 
this entering wedge, because if once we accept the securities of 
private banking corporations or corporations of a private na­
ture engaged in any activity as security for quick credits and 
issue of currency there is no telling where we will stop. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment of the Sena tor from Florida. 

The amendment was rejected. 
Mr. FLETCHER. Mr. President, I am in favor of striking 

out this entire section down to line 10 of page 15~ because I 
think it is unnecessary. I wm not ask that, however, but I 
call attention to the provisions of this section. 

None of these corporations can be permitted to do business 
until they shall deposit 25 per cent of their capital in United 
States bonds with the Federal reserve bank. This whole sec­
tion-this whole bill, 1n fact-has been framed upon the basis 
and in the manner and after the form of the national bank act. 
You can take it from start to finish, and you will see that those 
who drafted it had before them the original national bank act, 
and they framed this law following that draft. The original 
national bank act provided for the deposit of United States 
bonds with the Comptroller of the Currency. A certain per 
cent of the capital of the bank had to be invested in United 
States bonds, and they had to be deposited here with the Treas· 
ury before the bank could do business. 

The conditions to-day are altogether different from what 
they were in those times. When that act was framed it was 
important to find a market for United States bonds. That was 
done by giving the monopoly to the banks that were organized 
under the act to issue currency and circulating notes used as 
money against these bonds. The banks were " sweetened " in 
a way by the provision which enabled them to draw the inter­
est on the bonds which they put up with the Treasury, and 
at the same time issue circulating notes against the bonds, paY, 
no intere.st on the bonds, which were bank debts. and get in· 
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terest from the loaning of that as moner. That satisfied the 
bank . , That, together with the other provision which taxed 
out of existence State banks, created a market for Government 
bonds. 

'Ve do not need that sort of thing to-day. Now, why require 
these corporations to put up with th~ Federal reserve bank 
25 per cent of their capital in United States bonds before they 
can begin buslness, and allow them no benefit of credit what­
ever by reason of that investment of their capital in those 
bonds, and then follow that with another provision whiclr re­
quires that 7! per cent of their total liabilities shall be thus 
inve ted in Government bonds deposited with the Treasury 
while they are doing business? In other words, under section 
5 the capital must be 10 per cent of the total liabilities. Here 
you say that 7! per cent of the total liabilities- must be kept 
always invested in bonds deposited with the Federal reserve 
bank. That means to say that 75 per cent of the capital of 
the ~ corporations shall be invested in bonds deposited with 
the Federal reserve bank if they do a maximum business. 
They mu t have 25 per cent of their capital on deposit before 
they can begin, and then, as they proceed, they must keep 7t 
per cent ot tlleir liabilities always on hand, which means 75 
per cent of their capital when they are doing a maximum busi­
nes. 

J\Lr. McLEAN. Mr. President--
'l'he VICE PRESIDENT. Does the Senator from Florida 

yield to the Senator from Connecticut'? 
Mr. FLETCHER. I yield to the Senator. 
l\ir. l\IcLEAN. The Senator understands that this reserve 

does not affect their loaning capaelty at all. They can loan up 
to ten times their capital and surplus. 

l\Ir. FLETCHER. Yes. 
Mr. McLEAN. lt does n<>t affect the loaning capadty o:t 

the~e institutions a particle. 
~1r. FLETCHER. I realize that. 
Mr. McLEAN. Does the S€nator claim that they should not 

ha~e any reserve? 
Mr. FLETCHER. I am gomg to offer an amendment, to 

which I am leading up, providing that 20 per cent of their 
capital shall be invested in these bonds to enable them to begin 
business, and then reducing the 7} per cent to 5 per cent so 
that wh~n they are doing a maximum business not over 50 per 
cent of their entire capital shall be tied up in the bonds de­
posited with the Federal reserve bank. 

Mr. McLEAN. But, Mr. President, it is not tied up, so far as 
their ability to do business is concerned. This reserve does 
not affect their ability to loan and discount. It makes no dif­
ference whatever with their ability to do business. It is merely 
a reserve requirement which they ought t-0 have. · 

l'.\Ir. FLETCHER. They can not, it seems to me, compete 
with corporations organized under State and Federal charter 
which are not hampered in this way t requiring 75 per cent of 
their capital to be invested in bonds. · 

l\lr. McLEAN. f shall be glad if the Senator will indicate to 
the Senate wherein they are hampered. . 

Mr. 1.i"'LJ.j,~CHER. They are hampered because they have-
75 per cent of their capita.I tied up in .bonds. 

l\lr. McLEAN. It is not tied up, it is merely deposited-put in 
safe-keeping. 

Mr. FLETCHER I know. They are getting 4} per cent, 
we will say, or 4 per cent, on that amount of money. They are 
entitled to earn more than 4 per cent on their capital. 

1\Ir. McLEAN. That is another proposition. 
Mr. FLETCHER. Here you have 75 per cent of their capital 

on which they can not possibly earn over 4 per cent-the rate of 
interest paid on Government bonds~ 

l\1r. McLEAN. If they loan ten times their capital they 
earn on that. 

l\Ir. FLETCHER. I understand that; but I submit that it is 
not necessary to require that these corporations shall keep on 
deposit with the Federal reserye bank 7! per cent of their total 
liabilities, which may be ten times the amount of their capital. 

l\Ir. McLEAN. I did not mean to say that they would earn 
4 per cent ou $2,500,000. I dD not know what they would earn, 
but they would get their interest on their bonds wherever 
located, and the reserve deposit does not reduce their capital. 

l\Ir. FLETCHER. Under the law as it stands the Federal 
reserve bank can issue circulating notes against Government 
bonds, s-o that when Government bonds are deposited there 
DO\V by any bank they can get circulating notes on those bonds. 
This corporation will not be able under this bill to get any 
credits, any notes, or any benefits by reason of the deposit of 
GoYernment bortds with the Federal reserve bank. It puts it 
in a different situation from other financial institutions. 

\ 

Mr. S!\IOOT. l\lr. President1 under the law one of these 
banks with $100,000 capital can lend $1,000,000. Do I under­
stand that the Senator does not want any security ~d as 
a reserve upon that amount of loan~l 000,000? 

Mr. FLETCHER. I am willing, as I said, to have this reduc­
tion to 20 per cent to begin with of the capital of the banks 
invested in bonds and held as general collateral with the Fed­
eral reserve banks, and then to require them always to keep on 
hand 5 per cent of their total liabilities in bonds, but not 7! 
per cent. That would be 50 per cent of its entire capital, if it 
is doing a ma.xi.ID.um business, invested in United States bonds 
deposited with the Federal reserve bank. 

Mr. SMOOT. It is not on the capital, I will say to the Sen­
ator, as I think he knows. Emry time they make a loan over 
and above their capital there is a liability; and I simply say 
that if their capital was $100,000, they are authorized to make 
$1,000,000 of loan~ Therefore $900,000 of those loans have to 
be made on what? Not on capital; that is out entire-ly; but 
there ought to be a reserve at least of 7!- per cent on the 
$900,000 that may be loaned,. with the $100,000 capital, ma.king 
$1,000,000. 

Mr. FLETCHER. Does the Senator believe that 5 per cent 
would not be ample protection? -

1\Ir. SMOOT. I will say to the Senator that if I were running 
it myself, and had any responsibility at all as an officer of 
an institution, I would say that 7! per cent was little enough. 
I would walk the floor many a night, even with 71 per cent, if 
trouble came- Let us not make it less than H per eent. It 
is not going to do the. farmer any good at all, because he wants 
to be secure in whatever he undertakes, and I do not believe 
that the 5 per cent is ample. 

Mr. FLETCHER. If the Senator were doing business as a 
member bank and put up 7! per cent of his liabilities in 
United States bonds, that might be all right where you could 
call on the Federal reserve bank to issue to you circulating 
notes. 

1\I.r. SMOOT. Oh, no; no more than the amount of bonds. 
that you have. 

Mr. FLETCHER. I know, to the a.mount of your bonds· and 
you get the benefit, therefore, of those circulating notes. 

1

This 
corporation gets no benefit of any credit or anything else by 
reason of its deposit of 7! per cent of its total liabiiities with 
the Federal reserve bank . . 

Mr. l\IcLEAN. It sacrifices nothing. 
Mr. Sl\fOOT. It sacrifices nothing whatever. 
Mr. McLEAl'l'. They do not pay out cash over their counter. 

We want this reserve to meet l-0sses, and it doee not make any 
difference where it is; it might just as well be with the Fed­
eral reserve bank as in their own safe so far as the.ir ability 
to do business is concerned. 

Mr. FLETCHER. I do not know how they are able to- put up 
United States bonds without having cash for it. 

Mr. SMOOT. I should hate to see the Congress of the United 
States pass a law here as an example to the banks of the coun­
try that no security whatever should be held in order to pay 
losses. 

Mr. FLETCHER. I am not proposing that. I am proposing 
5 per cent. 

MF. SMOOT. This institution is not going to run without 
losses. It is impossible, and I think there is more chance for 
losses here, with the power behind the institution that is pass­
ing the law, than there is with men who put their money intQ 
an institution and watch out for the interests of that institu­
tion. So I am quite sure the Senator, if he will think it over 
very carefully-and he is a safe man, I know; he is not one of 
these fly-offs at all-will conclude that 7-i per cent is small 
enough. In fact, I would rather. see it made 10 per cent. 

l\lr. GLASS. We have this rather singular situation. This 
bill is so- peculiarly in the interest of the big live-stock peopre 
of the section of the country west of the l\-fississippi River that 
the Senato1· yesterday objected to its broad title as an agricul­
tural credits bill, and he wanted to confine the title to the live­
stock interests alone. It certainly is true that the bill was 
drawn in the interest of the live-stock business, and it was 
drawn in counsel and consultation with selected representativef:f 
of the great live-stock interests of the· country. It is their bill, 
and they put this provision of security in the bill. They are 
perfectly content to put up this reserve as security, beeause 
they think and say that without it they can not conduct thei.r­
business with facility, and can not engage the confidence of the: 
moneyed interests of the country, to whom they have to look 
for the capital to assist in the. organimtion of these corpora­
tions. It is their bill. They asked to be required to give this 
measure of security in the conduct of their business, and yet 
we hear objections to granting their request. 
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Mr. FLETCHER. Mr. President, I imagine the live-stock in­
terests were told about what they would have to have in this 
bill. It was drawn not so much by the live-stock people as by 
those connected with the Treasury Department as far as its 
officers are concerned, who want to make it absolutely safe. I 
have no objection to making it safe. My contention is that you 
are discriminating really against these corporations you are 
creating, because you are requiring that when they get to a 
maximum in the conduct of their business, 75 per cent of their 
capital shall be invested in these bonds, and the bonds deposited 
as collateral with the Federal reserve bank. They get no credits 
by way of discounts, they get no benefits by way of issuing cir­
culating notes, like other institutions which have on deposit 
Government bonds. Therefore you are hampering them. You 
are not giving them that latitude which they ought to have if 
they are to serve these interests they are intended to serve. 

Mr. GLASS. If I may interrupt the Senator, perhaps he was 
not present at the meeting of the committee at which it was 
stated tl1at the bill was drafted by the attorney of the War 
Finance Corporation, under the advice of the Director of the 
War Finance Corporation, l\:lr. Eugene Meyer, who has made not 
one but half a dozen trips through that whole territory, and it 
was through his personal efforts that at least 100 of these live­
stock corporations were organized, and secured hundreds of 
millions of dollars of loans from the War Finance Corporation. 
So the bill was drafted in that way by these people to meet an 
emergency which the experience of the War Finance Corpora­
tion enabled them to meet. I ha\e understood that it was en­
tirely satisfactory to the representatives of the great interests 
out there which it is assumed to benefit. 

Mr. FLETCHER. I recall the statement with regard to the 
origin of the bill. Of course, we are now providing a perma­
nent system, or attempting to do so, and I am in hopes it will 
operate so as to be of some real and actual benefit. I am not 
gofng to continue the discussion further. I move in line 23, 
page 13, to strike out "25" and to insert "20." They are re­
quired. to put up 20 per cent of their capital before they have a 
sing)e liability. 

Mr. McLEAN. If the Senator can point to a single disad­
vantage to the corporation which will result by reason of the 
deposit of 25 per cent, I will agree to his amendment, if he 
can point to a single disadvantage in the conduct of their 
business. 

:Mr. FLETCHER. Tying up from 20 to 75 per cent of their 
capital amounts to a reduction of the capital of these corpora­
tions. 

Mr. McLEAN. I think the Senator is mistaken about that. 
Their capital would not be impaired. 

Mr. FLETCHER. If the national banks, under the original 
act, had been required to put up 75 per cent of their capital in 
Government bonds the system would not have functioned at 
all, unless that had been followed with the privilege of obtain­
ing notes on those bonds. 

Ur. McLEAN. It does not require that these bonds shall be 
the bonds that carry the circulating privilege. 

Mr. FLETCHER. No; it does not. 
Mr. McLEAN. Consequently, there is absolutely no disad­

vantage. 
Mr. FLETCHER. And they get. no benefits whatever from 

that investment of their capital. In the case of the national 
banks, it would have been a reduction of their capital, if it 
had not been that as against that they were allowed the privi­
lege of issuing circulating notes. But, as I said, I make the 
motion that the change be made and just submit it. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment. 

The amendment was rejected. 
Mr. FLETCHER. On page 14, line 2, I move to strike out 

"7!" and to insert in lieu thereof "5," so that there shall 
always be on deposit in the Federal reserve bank bonds to the 
amount of 5 per cent of the liabilities of these corporations, 
instead of 7! per cent. That would mean 50 per cent of their 
total capital, if they were doing a maximum business. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment. 

The amendment was rejected. 
Mr. FLETCHER. On page 19, I suggest an amendment in 

line 5, to strike out the word " companies " and to insert in 
lieu thereof the word "corporations." That is simply a verbal 
change. '\Ve have been referring to corporations all along, and 
I move to change the word "companies" to "corporations." 

The amendment was agreed to. 
Mr. FLETCHER. I also suggest the correction of the spelling 

of the word "assets" in the same line. 

The VICE PRESIDENT. The Secretary will state the 
amendment. 

The ASSISTANT SECRETARY. To strike out the unnecessary 
" s " in the word " assets." 

The amendment was agreed to. . 
Mr. FLETCHER. I am a little inclined to think that the 

provision for a m'nimum fee of $50 for each examination is 
high ; but I am not going to press that very far. It seems to 
me that in the case of many of these corporations an examiner 
could make the entire examination in one day, particularly in 
the case of smaller corporations, and I think a minimum fee 
of $50 is pretty high for that. I merely suggest that to the 
chairman of the committee. · 

Mr. McLEAN. I have had no personal experience in exam­
ining these corporations or banks. 

Mr. FLETCHER. Of course, there would be nothing like the 
trouble .experienced in examining a bank. 

Mr. McLEAN. I fancy that if the examinations are to be 
thorough enough to be of any benefit, it would cost at least 
$50. I do not think we had better change that. 

:\Ir. SMOOT. The examination of this paper is quite differ­
ent from the examination of a bank where they hold bonds 
as collateral and can hand the bonds out. In many cases they 
would have to go and examine the stock which is collateral 
for the loan, the dairy herd, for instance. I think there would 
be very few of them that could be made for the minimum. 
Perhaps the examiner would have to travel hundreds Of miles 
and go and see the stock. 

Mr. FLETCHER. I do not know how that will work eventu­
ally. It occurred to me that the business of some of these 
corporatiop.s would not be very complicated, particularly for 
a while, anyhow, and that fixing the minimum fee at $50 
would be a little out of reason. But we can tell when it gets 
into operation whether it is too high or not, and we will let 
it stand as it is. 

Mr. McLEAl~. I call the Senator's attention to the fact that 
having amended line 5, page 19, by inserting the word "corpo­
rations " instead of the word "companies " it will be necessary 
to amencl lines 6 and 7 on the same page, where the word 
" companies " appears, by inserting the word " corporations." 

l\Ir. FLETCHER. Yes; I think so. 
The VICE PRESIDENT. The Secretary will state the 

amendment. 
The ASSISTANT SECRETABY. On page 19, line 6, to strike out 

the word " companies " and insert the worcl " corporations," 
and in line 7 to make the same amendment. 

The amendment was agreed to. 
Mr. FLETCHER. I -think it would make it clearer, if I 

may suggest to the chairman of the committee, if in line 22, 
page 19, after the word "held," we insert the words "by said 
comptroller." Of course, it is understood that the comptroller 
will hold these securities. It will be clearer if we insert the 
words "by said comptroller" after the word "held," in line 
22, so that we will know precisely what officer is to make the 
decision. They are to make reports to the comptroller, and 
he is the one to know whether they conform to the law. 

Mr. McLEAN. I do not object to that. 
Mr. FLETCHER. I think it would be clearer. 
The VICE PRESIDENT. The Secretary will state the 

amendment. 
The ASSISTANT SECRETARY. On page 19, line 22, after the 

word "held," to insert the words "by said comptroller." 
The amendment was agreed to. 
Mr. FLETCHER. On page 21, I think the word "national," 

in line 12, should be changed to "member," because there are 
some of these banks which are not national banks, and yet 
they are members of the Federal reserve system. 

Mr. McLEA.N. I do not see any objection to that. 
l\Ir. FLETCHER. I move to strike out the word "national,'' 

in line 12, and to insert the word "member." 
The VICE PRESIDENT. The Secretary will state the 

amendment. 
The .ASSISTANT SECBETARY. In the subheading on page 21, 

line 12, to strike out the word "national," before the word 
"banks," and to insert the word "member." 

Mr. WALSH of Montana. I do not understand that. This is 
a subhead, and this follows: "That any national banking 
association may file application with the Comptroller of the 
Currency for perruis ion to invest," and so on. 

l\Ir. FLETCHER Why should not any member bank of the 
Federal reserve system <lo U1.at? l\Iy idea is to make it avail­
able to the member banks of the system, and I was going to 
move to insert, on line 13, after the word "any," the words 
" member bank of the Federal reserve system," so that it will 
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read, "any member ba:nk of the Federal reserve system may file 
application." 

l\Ir. WALSH of Montana. Then the title should be changed 
from "national banks" to "banks members of the Federal re­
serve system." 

l\Ir. FLETCHER. I have just proposed that. 
l\Ir. WALSH of Montana. But it will not do to say "member 

banks may become," and so on. That would not signify any­
thing. 

l\Ir. FLETCHER. That is the general term used in the law 
everywhere referring to banks which are members of the Fed­
eral reserve system. 

Mr. McLEAN. If we make it clear in the text of section 12 
that they shall be member banks of the Federal reserve system, 
it seems to me that will cover it. '· J<,. 

l\fr. WALSH of Montana:.' It does not signify anything to 
say "member banks" in this bill. Of course, the phrase 
'' member banks " in the bill creating the Federal reserve sys­
tem was all right, because it referred continually to banks 
which were members of the system. 

Mr. FLETCHE:q.. We have already changed "national" to 
"member." I am moving to insert "member banks of the 
Federal reserve system." That would make it clear. 

The VICE PRESIDENT. The Secretary will state the 
amendment. 

The ASSISTANT SECRETABY. On page 21, line 12, after the 
word "banks," insert the words " members of the Fed.era1're­
serve system." 

The amendment was ag:reed to. 
Mr. FLETCHER. In line 13, page 21, after the word'' any," 

I move to insert the words " member banks of the Federal re­
serve system" and to strike out the words "national banking 
as ociation." 

The VICE PRESIDENT. The amendment will be stated. 
The AssrsTANT SECRETARY. On page 21, line 13, strike out 

the words " national banking association " and in lieu thereof 
insert " member banks of the Federal reserve system." 

The amendment was agreed to. 
l\Ir. FLETCHER. In line 17, on the same page, after the 

word " organized," I m.ove to insert the words " or doing busi­
ness," so as to take care of corporations already existing. 

Mr. McLEAN. I have no objection to that. 
The amendment was agl'eed to. 
1\fr. FLETCHER. In line 12 on page 22 the Senator from 

Michigan [l\Ir. COUZENS] calls my attention to the use of the 
words " Federal agricultural credit" in the corporate title. 
We have made the same change there, have we not? 

Mr. McLEAN. No; not to interfere with that. 
l\Ir. FLETCHER. In line 22 we have given the name of the 

corporations, to be known as Federal liv~stock and agricultural 
loan corporations. 

Mr. McLEAN. Yes; but that is the title. 
Mr. FLETCHER. That is the name of the corporation. 
Mr. McLEAN. No; that is the title. The corporations re­

main the same as provided in the law, agricultural credit cor­
porations. We have not changed that. 

l\fr. FLETCHER. Do I understand the chairman to say that 
u rural credit corporations " is proper as a subhead in line 22, 
p11ge 22? The subhead reads, "Rural credit corporations." 

Mr. McLEAN. The Senator is right. 
Mr. FLETCHER. That ought to be changed to conform to 

the name we gave them. 
Mr. McLEAN. Yes; Federal agricultural corporations. 
Mr. FLETCHER. I move to strike out the word "rural," 

on page 22, line 22, and insert the words " Federal agricul­
tural." 

The VICE PRESIDENT. The amendment will be stated. 
The A.ss1sT41.NT SECRETARY. In the subhead on page 22, line 

22, before the word "credit," strike out the word "rural" and 
insert the words "Federal agricultural." 

The amendment was agreed to. 
Mr. SIMMONS. I wish to call attention of the Senator 

from Connecticut to the language in line 2, page 23, " to entitle 
it to become a Federal agricultural credit corporation under 
the provisions of this act." Will not that have to be changed? 

Mr. McLEAN. No; I do not think so. The amendment 
adopted by the Senate affected the tttle only. The corporations 
formed under the act are to be denominated " Federal agricul­
tural credit corporations." 

Mr. FLETCHER. I call the Senator's attention to the pro­
vision we had inserted yesterday : 

SEC. 2. That corporations for the purpose of providing credit facili­
ties for the agricultural a.nd live-stock industries of the United .States, 
to be known as Federal live stock and agricultural lo.an corporations, 
IllllY be formed-

And so forth. We gave the name there. 

Mr. SIMMONS. It ought to be changed all the way through 
the bill. It was so agreed yesterday in connection with that 
amendment. 

Mr. FLETCHER. I think we will have to conform to that 
amendment. That is the name we gave them. The bill itself 
did not specify the name but the amendment I offered did 
specify it 

The ASSISTANT SECRETARY. An amendment was agreed to on 
that page which makes the section read as follows: 

That corporations for the purpose of providing credit facilities for 
the agricultural and live-stock industries of the United States, to be 
known as Federal live stock and agricultural loan corporations, may 
be formed-

.And so forth. _ 
Mr. FLETCHER. In line 23 we have not attempted to give 

the name of the corporation, but simply said that it shall in­
clude the words " Federal agricultural credit." I think we 
will have to eliminate the word " credit " to conform to the 
name which we have given in line 1. It simply says it shall 
include the words " Federal agricultural c1·edit." The name we 
have given does not include the word " credit." It includes the 
words "Federal agricultural" We could modify line 23 so as 
to provide that it shall include the words " Federal agricul­
tural." 

Mr. McLEAN. My recollection is correct. With regard to 
the title o:t the corporations in line 23, we did not amend that. 
Therefore it is unimportant. 

Mr. FLETCHER. But the bill now specifies the name we 
shall give them. 

Mr. McLEAN. I think it is unimportant, but I do not object 
to the amendment. 

The VICE PRESIDEJ\TT. Will the Senator from Florida 
state the amendment? 

Mr. FLETCHER. In the subhead, on page 22, line 22, I 
move to strike out "rural" and insert the words "Federal 
agricultural," so it will read "conversion of State financing 
corporations into Federal agricultural corporations." 

The amendment was agreed to. 
Mr. WALSH of Montana. Let me suggest to the Senator 

fl.·om Florida that he had better correct the language in lines 
22 and 23 on page 2, while the subject is under consideration, 
to conform to the language inserted at the top of the page. 

Mr. FLETCHER. Yes. 
The VICE PRESIDEI\""r. The amendment will be stated. 
The ASSISTANT SECRETARY. On page 2, line 23, strike out 

"Federal agricultural credit" and insert in lieu thereof "Fed­
eral live-stock and agricultural loan corporations." 

Mr. l\IcLEA.N. I have no objection to that. 
Mr. FLETCHER. The amendment I have proposed includes 

the words "live stock and agricultural" and to conform to the 
action of the Senate in reference to the amendment offered by 
the Senator from South Dakota [Mr. NORBECK] it includes 
both. It is known as a Federal live-stock and agricultural 
loan corporation. That is the name given in the amendment 
of the Senator from South Dakota, and I think we ought to have 
the subheads conform to that. 

Mr. McLEA.l""ll. I have no objection. 
Mr. FLETCHER. That ought to read " Federal live-stock 

and agricultural loan corporation." 
The VICE PRESIDENT. Without objection, the vote by 

which the other amendment to the subheading was agreed to 
will be reconsidered and the amendment now proposed will be 
stated. 

The ASSISTANT SECRETARY. On page 22, line 22, strike out 
" r.ural credit " and insert in lieu the words " Federal live-stock 
and agricultural loan," so it will read: 

Conversion of State financing corporations into Federal live-stock 
and agricultural loan corporations. 

The amendment was agreed to. 
1\Ir. LE!\TROOT. May 1 suggest that the phrase "Federal 

agricultural credit " occurs in other places throughout the bill. 
I ask unanimous consent that wherever the phrase " Federal 
agricultural credit " occurs in the bill it be modified in accord­
ance with the phrase which has just been adopted. 

The VICE PRESIDE..""'IT. Is there objection 1 .The Ohair 
hears none, and it is so ordered. 

l\fr. FLETCHERr I offer another amendment. At the end 
of section 401, page 41, line 7, I moYe to strike out the period, 
insert a colon, and the following: 

Provided, That no loan in excess of $10,000 shall be made by any 
Federal land bank to any one borrower unless. such bank shall at the 
tlm~ of closing- such loan have funds on band and available for lending 
sufficient to meet all applications pending in said bank, qualified under 
the provisions of this act, for loans not e::xceedlng $10,0-00. 

The object of that is to be certain that the man of moderate 
means, the small farmer, if you please, will be accommodated 
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first under the farm-loan system. Of course, at present the 
far:r;n-loan bonds find a ready market and are absorbed within 
a few hours, practically whatever the Farm Loan Board offers, 
but we know there has been a time when at least the Farm 
Loan Board reported to us that it was a question whether the 
public would absorb the bonds as fast as the money was needed 
or any faster than they were offering them. It will be recalled 
that back in 1921 there was a general complaint all over the 
country that the farmers had applications pending for months 
and months, some of them where the appraisals had been made 
and approved and the applications approved, and they could 
not get the money. 

Of course, all the money the Farm Loan Board has and that 
the Federal land bank can get arises from the proceeds of the 
farm-loan bonds, and unless the bonds are offered there can 
be of course no sales and no proceeds, and therefore no funds 
to accommodate applying borrowers. That situation continued 
for some months. I never had any confidence in the claim that 
the public would not take the bonds, but there was some appre­
hension that they would not, and of course the Farm Loan 
Board could not afford to see the bonds put on the market and 
no offering be made at par or above. They could not afford to 
have them sold below par, and therefore they did not offer the 
bonds. I never could find any quite reasonable explanation of 
that idea at all, but, assuming and believing that the Farm 
Loan Board was acting in good faith under those conditions, I 
reached the conclusion in my own mind that they were getting 
their information from the bond syndicates; that the bond 
syndicates were offering foreign securities and other securities 
in this country upon which they were getting from 5 to 10 per 
cent commission, and they therefore did not want the farm­
loan bonds offered, on which they would only receive a commis­
sion of 1 per cent. 

Therefore they wanted the market for themselves anu ad­
vised the Farm Loan Board that the public· would not take the 
fa::.-m-loan bonds readily if they were offered. I merely sur­
mised that that was about the situation. At any rate, the' 
Farm Loan Board did not offer the bonds in sufficient quanti­
ties to meet the rieeds of the farmer, and there was great delay 
and a lack of money. They said, as I have stated, that the 
public demands would not justify their offering the bonds, and 
that the public would not absorb them if they did offer them, 
or, at least, that they apprehended that would be the case. We 
may again come to that situation when the debentures to be 
offered under the Lenroot bill, which we shall consider next, I 
believe, and the debentures to be offered under the pending 
measure go on the market. It may be that the public will not 
absorb these farm-loan bonds as readily as heretofore, and the 
board may find itself short of funds to meet current needs. 

My amendment is to the effect that the Farm Loan Board 
must not make loans of $25,000 or exceeding $10,000 until 
the people who want loans of $10,000 and less are supplied. 
That is all the amendment provides. If there are ample funds, 
there is no limitations ; but if the funds are not sufficient to 
supply all , applicants the needs of the small borrowers, the 
tenants who want to acquire homes, who are in a position to 
acquire homes and who will not want more than three thousand 
or four tbousand dollars in any case, ought first to be sup­
plied. When they are supplied, then the board may reach 
out for larger loans and larger amounts. That is the pur­
·pose of the amendment. 

1\fr. KING. I desire to ask the Senator from Florida a 
question. 

The PRESIDING OFFICER (Mr. POINDEXTER in the chair). 
Does the Senator from Florida yield to the Senator from 
utah? 

Mr. FLETCHER. I yield. 
Mr. KING. I wish to ask the Senator from Florida, in view 

. of the appeal which he has just made, as I understand. his re­
marks in behalf of the small farmer who desires to be a 
borrower, if he perceives in this bill any relief whatever to 
the small agriculturist? I have tried to read into the lan­
guage of the bill an interpretation from which it might be 
inferred that the small farmer or even the agriculturist of 
large means might get some benefit; but, as I understand the 
bill, it seems to me that it will aid, if it aids anybody, merely 
the live-stock man. If that be true, why this earnest appeal 
by the Senator from Florida in behalf of the marketing of 
securities which may be issued under this bill in behalf of the 
small agriculturist? 

l\Ir. FLETCHER. Mr. President, in answer to the Senator's 
inquiry, I desire to say that I think unquestionably the bene­
fits arising from this bill will accrue largely to the live­
stock growers, particularly those who conduct the business on 

a v~ry c-0nsiderable scale. There are, however, some possi­
bilities of benefit in certain provisions of the bill to those who 
are engaged in agriculture; but the matter under discussion 
arises in connection with section 401 of the bill, which pro­
poses to amend the Federal farm loan a<:t and provides that 
the present law, which limits the amount which any one bor­
rower may obtain to $10,000, shall be changed so that he may 
obtain $25,000. I am simply proposing a limitation to the 
effect that the Farm Loan Board- shall not raise the present 
limit and make loans exceeding $10,000 to any one borrower 
unless the board - has funds available with which to take 
care of the smaller borrowers. . It comes in connection with 
the provisions of the bill, and that is why it is pertinent here. 

Mr. PITTMAN. Mr. President, may I ask the Senator from 
Florida a question at this point? - · . 

Mr. FLETCHER. I yield to· the Senator for that purpose. 
_ Mr. PITTl\-IAN. I wish to know if the Senator from Florida 
does not fear that his amendment will simply act as an obstruc­
tion to loans over $10,000. The amendment reads : 
. Provided, That no loan in excess of $10,000 shall be made by any 
Federal land bank to any one oorrower, unless such bank shall at the 
time of closing such loan, have funds on hand and available for lend­
ing sulllcient t~ .meet all !1PPllcations pending in said bank. qualified 
under the prov1s1ons of this act, for loans not exceeding $10,000. 

There might be sufficient funds on hand to make loans of over 
$10,000, taking into consideration the applications for smaller 
loans which the board were going to grant; in other words 
there is no limitation whatever on the amount which may b~ 
~pplied for, but it is hardly probable that all applications are 
going to be granted. The restriction proposed in the amend­
ment is not based upon the obligations of the bank but upon 
the applications to the bank. · 

Mr. FLETCHER. But I call the Senator's attention to tbe 
fact that the applications must, . first, be pending in the bank, 
and, second, they must be qualified under the provisions of the 
proposed act; that is to say, the applications must ha~e been 
passed upon and approved. I am willing to make that perf Pctly 
plain and, if the Senator prefers, to use the words " approved 
loans"; in other words, the applications must be in a state to 
be closed, if the board have the funds to close them, and they 
must be passed upon and approved. That is what I mean when 
I use the words "qualified uniler this act"; that the loans 
shall have proceeded through all the stages until they are ready 
to be closed. 

1\fr. PITTMAN. I did not understand the phrase "qualified 
under the provisions of this act" to mean any more than that 
the applicants were qualified to receive loans if their applica­
tions were approved. If the Senator means that the loans that 
have been approved shaJI be paid before subsequent loans in 
excess of $10,000 may be approved, I would not have any ob­
jection to it in that form. 

Mr. NORBECK. Mr. President, I was going to suggest that 
the words " approved applications " might remove the objection. 
I am afraid in its present form the meaning of the amendment 
is very uncertain, and if the Senator does not object I should 
lµre to have him accept the amendment to his amendment. 

Mr. FLETCHER. Very well; I will insert the word " ap­
proved " before the word " applications," so as to read: 
to meet all approved applications pending in said bank, qualified under 
the provisions of this act. · -

I have no objection to that. 
The PRESIDING OFFICER. The question is upon the 

amendment offered by the Senator from Florida as modified. 
Mr. HITCHCOCK. Mr. President, I desire to suggest to the 

Senator from Florida that the language in his proposed amend­
ment is so drastic as practically to tie up the operations of the 
Federal land banks. A provision such as I am about to read 
would direct the policy without making such a qu~stionable and 
excessive limitation: 

Provided, That whenever a lack of available funds shall limit or 
delay the making of loans the Federal farm loan banks shall give pref­
erence to loans not in. excess of $10,000. 

I think the Senator from Nevada was about to make some 
such suggestion. It seems to me the language of the amend­
ment of the Senator from Florida might indicate that the banks 
could not be permitted to make larger loans if the number of 
applications pending would exceed the available funds of the 
bank at that time. I know the Senator uses the word "quali­
fied" in his amendment, but I doubt whether that would be a 
fact easily ascertained. 

Mr. WALSH of Montana. The Senator from Florida haa 
inserted the word " approved " in his amendment. 

Mr. HITCHCOCK. Then I wlll inquire bow the amendment 
·now reads? 
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l\Ir. FLETCHER. The amendment reads: 
Provided, That no loan in excess of $10,000 shall be made by any 

Federal land bank to any one borrower, unless such bank 'Shall, at the 
time of closing such loan, have funds on band and available for lend­
ing sufficient to meet all approved applications pending in said ba?k, 
qualified under the provisions of this act, for loans not exceeding 
$10,000. 

1\ir. HITCHCOCK. I think that probably cures the difficulty 
in another way; but I think the language I have suggested 
states the policy which undoubtedly will be pursued under 
the regulations of the Farm Loan Board.. I think, though, 
that the amendment of the Senator from Florida will answer 
the objection. 

The PRESIDING OFFICER. The question is on the amend­
ment proposed by the Senator from Florida as modified. 

Mr. 1\!cLEAN. l\Ir. President, the Senator from Florida 
knows that I have been rather slow to consent to any increase 
above $10,000 in the limit of loans which may be made by the 
Federal land banks. I have held that position because I re­
member that when the farm loan act was framed its purpose 
was to accommodate the farmer who possibly wanted to buy a 
small farm and who had not much capital, and it was thought 
that a loan of $10,000 was as far as the Government ought to 
go. I remember distinctly that Senator Gronna, who was at 
that time deeply interested in the operation of t,):1.e act, was 
very much opposed to any increase above $10,000, and that at 
that time the directors of banks throughout the country were 
opposed to it for the reason that they felt, so far as the Fed­
e1·al farm-loan banks were concerned, that the limit of $10,000 
should be retained to assist the small farmer, for fear if the 
limit were increased in a period of depres ion men with capital 
might take advantage of the situation and purchase mortgages 
or purchase farm~ that were mortgaged and foreclose, and in 
that way deprive many small farmers of their property and 
drive them to increase tenant farming. So we belie>ed that with 
the joint-stock land banks, which could loan ·up to $50,000, the 
field would be wisely and fully covered. That was my view 
then, but a majority of the members of the committee felt the 
time had come when we could safely increase the limit to 
$25,000, and I have no objection. 

While the members of the Federal Farm Loan Board do not 
feel like volunteering their opinions on matters of policy, I 
think it is safe to say that they would much prefer that it be 
left to their discretion. The Senate will remember that the 
committee considered this amendment very carefully and felt 
that under all the circumstances it was better and wiser to 
Jea>e the section as originally drawn, because there might be 
an application for a loan of $10,500 or $11,000 that was ex­
ceedingly meritorious and that ought to be granted. So we 
believed that we could safely leave it to the discretion of the 
Federal Farm Loan Board and the directors of the banks. 
That was the feeling of the committee. Personally, I have no 
special objection to the amendment, but I think it wiser that it 
should be left to the discretion of the Farm Loan Board. I do 
not think it will be abused, and I think they will follow the 
cu to.m that they have followed in the past of giving preference 
to the small loans. 

The record shows, I think, that the average loan is only about 
$3,000, and I have no fear of the administration of the law if 
it is left to the discretion of the board. As the Senator from 
Nebraska bas hinted, if the amendment should be adopted it 
might possibly indicate that it was the opinion of Congress 
that these loans ought not to be extended in any event where 
the amount was above $10,000 unless the loan was very press­
ing· and there might be an instance, as I have said, where 
a l~an of eleven or twelve thousand . dollars might be just 
as meritorious as a loan of $3,000 and one that ought to be 
granted. 

Mr. PITT~IAN. Mr. President, that would be a very unfor­
tunate situation, and I want it distinctly understood that that 
is not the construction that the committee puts on it. Is that 
true? The committee does not place the construction on the 
amendment that the Senator from Florida has offered that it 
would be in the nature of an intimation to the banks that we 
did not generally favor loans of over $10,000. 

Mr . .McLEAN. Of course, the board would have to construe 
the law according to its terms. I do not know what construc­
tion they would put upon it ; but we felt that it was better to 
leave it to their discretion, for the reasons I have stated. 

Mr. PITTMAN. Does the Senator from Florida desire by his 
amendment to intimate to the banks that it is the sentiment of 
the Senate that we do not in general approve of loans of over 
$10,000 unless a great emergency exists? 

Mr. FLETCHER. Not at all; but the bill itself provides 
that loans up to $25,000 are ex:'pressly authorized to any one 
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borrower. I am simply proposing that that policy shall be 
pursued and that law shall go into effect, that we do authorize 
them to make such loans, but the limitation is that the people 
from $10,000 down must first be taken care of. That is to say, 
if the funds are ample to rake care of those desiring ·1oans of 
$10,000 or less, then, of course, the law authorizing loans up to 
$25,000 shall be observed. · 

1\ir. PITTMAN. If the funds are ample, they will all be 
taken care of. 

Mr. FLETCHER. I think so. I do not think there will be 
any trouble about it. 

l\t:r. PITT~IAN. Then, why the amendment? 
.l\fr. FLETCHER. But we never can tell what may happen 

hereafter. This is only a contingency. At present all these 
current needs are amply provided for. They have ample 
funds, and there is no trouble about making loans. The law 
proposed by this bill is to authorize loans up to $25,000. That 
is a change in the present law. The present law limits to 
$10,000 the amount that may be loaned to any one borrower. 
Now, we say that the limitation shall be $25,000; and I am 
simply providing that only in case funds are not available to 
take care of the loans of $10,000 or less shall there be any 
question about their making the loans above $10,000. 

Mr. PITTMAN. Mr. President, I am goil~g to vote for ,the 
Senator's amendment, because I do not think it carries with 
it any such intimation as the Senator from· Connecticut [Mr. 
McLEAN] stated might be considered by the bank. I think it 
is the plain intention of the committee to increase the amount 
that they may 1end, and that a qualified borrower showing good 
cause for a loan of $25,000 shall have just as good a standing 
before the bank and just as much consideration as one borrow­
ing less than $10,000; that there shall be no discrimination or 
clistinction at all with regard to the amount. As a matter of 
fact, I think the amendment might apply to all loans, that they 
should not pay any loan so long as an approved application 
was pending for others ahead of it; but I have no objection to 
the amendment under those conditions. 

Mr. SIMMONS. i\Ir. President, the movement to secure this 
change in the law, and increase from $10,000 to $25,000 the 
amount which may be lent in each case by the farm loan banks, 
came from the farmers of the country. It did not originate 
with Senators or with the committee. It has been for some 
time one of the most insistent demands that the farmers of 
the United States have been making with respect to the opera­
tions of these banks. 

I assume that the farmers of the country, in insisting upon. 
this increase in the amount that may be lent to one person, did 
so because they thought it was exceedingly important that 
these larger loans should be made, possibly as important in 
many instances that these larger loans should be made as that 
the smaller loans should be made ; and I think any restriction 
or any limitation as to these loans, giving a preference to one 
class as against the other, probably would defeat one of ·the 
purposes of those who have asked for the legislation. 

Personally, I believe as a rule that the smaller amounts 
should be preferred. I think that should be the general policy 
of the board. I thlnk it will be the general policy of the 
board. I should not like, however, to see any provision adopted 
which · would indicate to the board that the Congress, in the 
passage of the law, intended that they should put aside the 
applications for the larger amounts until they had accom­
modated those asking for the smallei' amounts, because if that 
were done I am thoroughly convinced that there are many 
instances in which farmers who are confronted with a mort­
gage upon their property to be foreclosed unless they borrow 
a sum more than $10,000 would be put at a very great dis­
advantage, and that they are as much entitled to the benefit 
of this act as the farmer whose property is mortgaged for less 
than $10,000 and who is threatened with foreclosure pro­
ceedings. 

Mr. President, in the circumstances I think it is very much 
better to leave this whole matter, just as the bill as now 
drawn leaves it, in the discretion of the board. The members 
of the board will exercise that discretion wisely, I am sure; 
and where a preference should be given to the smaller loan 
as against tl!-e larger loan applied for, I have no doubt they will 
give it. 

I trust that the amendment will not be adopted. I do not 
think it is a good amendment. 

l\Ir. KING. Mr. President, will the Senator permit an in­
quiry? Has he any information as to the applications which 
have been made for loans in excess of $10,000, or any informa­
tion as to whether or not there would be any considerable 
number of them? 
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l\fr. SIMl\IONS. I do not think any applications have been 
made for loans in excess of $10,000, because the present law 
expressly limits to that amount the power of the board to loan. 

l\fr. KING. Yes; I did not speak accurately. Has the Sena­
tor any information as to whether or not there has been any 
cons.iderable demand for loans in excess of $10,000, and has he 
any information that would foreshadow that loans of that 
character might deplete the fund which was available for the 
smaller debtor, so that the smaller debtor might be denied the 
opportunity of getting loans? 

l\fr. SIMMONS. All I can say to the Senator about that is 
that I have heard a good many :farmers say that the act was 
frf no value to them because $10,000 would not relieve them; 
it would be necessary for them to have a larger amount to get 
any relief at all. I do know, further, that the bank in the dis­
trict in which I live, the Federal Land Bank of Columbia, about 
a year ago was so flooded with applications for loans under 
the old law, the law as it now is, that they issued a ctrcular 
stnting that it would be six months before they would be able 
to examine the applications and, even if they had the funds, 
get ready to accommodate those who were entitled to accom­
modation. At the end of six months a further notice was given 
that it would be possibly three months before they would be in a 
position to accept new applicati-0ns at all. I think in that case 
it \YOuld be quite a long time-I am speaking now only of that 
bank, whicll serves four States, however, North Carolin.a South 
Carolina, Georgia, and Florida-if they had to give preference 
to applications for loans under $10,000, it would be quite a 
long time before they ever would be able to give consideration 
to the applications for loans above $10,000. 

l\lr. PITTl\IAN. I think the Senator is 1n error in regard to 
the language of the amendment. It does not say that they shall 
give attention to loan>'J of $10,000 first. 

l\Ir. SIMMONS. I will change that to "making the loans." 
Mr. PITTMAN. It says that they shall pay the loans, not to 

which attention has already been given but which have been 
approved and _are simply waiting for payment. I think it is 
very fair to pay them in the order of approval. 

Mr. SIMMONS. I have no objection to paying them in the 
order of approval, but what I insist is that nothing shall be 
written in the law that would say to the board, "You must 
prefer one class of loans and you must hold another class in 
abeyance until you have accommodated the preferred class." 

l\Ir. CAPPER. Mr. President, I will say to the Senator from 
Utah that within the la.st 30 days I have received resolutions 
and letters from more than 4-0 local farm-loan associations in 
Kansas urging this amendment extending the loan limit to 
$25,000. As the Senator from North Carolina says; the demand 
does come from the farmers themselves; and I think all the 
national farm organizations have gone on record in the Iru;t few 
months a~ believing that this amendment to the farm-loan act 
is very necessary. 

Mr. SIMMONS. Let me ask the Senator a question. These 
farmers would not have asked for this increase unless they 
thought it was very important that these larger loans should be 
made, would they? 

Mr. CAPPER. The Senator is entirely right. 
Mr. HITCHCOCK. Mr. President, my first criticism M the 

amendment offered by the Senator from Florida was that it 
was too rigid; that it tied up the operations of the banks to 
too great an extent; but py bis acceptance of the word " ap­
proved," his ameµdment practically loses all its controlling 
force, in my opinion. All the bank directors have to clo is to 
delay the approval of small loans, and they can give preference 
to large loans ; so that the injection of that word " approved " 
bas taken his amendn1ent out of the etas of rigid amendments, 
too rigid to be desirable, and put it into a class where it seems 
to me it is almost inoperative_ This leads me to renew the 
suggestion that the wise course is to lay down the policy that 
preference shall be given to loans not exceeding $10,000 when­
ever there is a shortage of funds; that is to say, whenever 
the funds at hand are not adequate to make all loans, and some 
loans have to be delayed and some loans have to suffer, you 
shall make the delay a:lrect the big loans instead of the little 
ones. 

l\'.Ir. President, it was the purpose of the law, undoubtedly, to 
provide loans of a comparatively small amount; and in draft­
ing the law, as I wen remember, we limited the amount of the 
farm-loan bank loans proper to $10,000, but we gave to the 
joint-stock banks a larger limitation, with the idea that they 
would take care of the big loans; that when a man wanted to 
borrow so much money, say $25,000, he had facilities, be had 
opportunities, which are not open to the small farmer. So the 
original intention undoubtedly was to confine these mutual 
banks to the small loans and open to them an exclusive field 
for procuring loans on desirable terms. I believe the farmers 

.are justified in their demand that where the funds are abun­
dant the restriction on the Federal farm-loan banks ought to 
be withdrawn and they ought to be allowed to <'Ompete with the 
joint-stock banks in making the larger loans. 

So I suggest to the Senator from Florida that this proposition 
of mine will more nearly carry out that purpose-that whenever 
a lack of available funds shall limit or delay the making of 
loans the Federal farm-loan banks shall give preference to 
loans not in excess of $10,000. I think the amendment, in the 
form in which the Senator has it now, after he has injected 
the word "approved" into it, leaves the matter wholly within 
the power of the banks, and there is no preference given to the 
small loans whatever. . 

l\lr. FLETCHER. Mr. President, I am inclined to think that 
the proposal of the Senator from Nebraska would meet the 
situation. I think he properly interprets my intention, and I 
understand his to be in accord with mine, namely, that we 
agree this system was originally established for the purpose ot 
providing accommodation for those who could not get aceom­
modafil.ons anywhere else really. We know perfectly well that 
under the old national bank law national banks were pro­
hibited from making loans on real estate. The chief asset ot 
the farmer was stricken down under the only financial system 
we had until we established this farm-loan system, and we 
organized this system to take care of those people who were 
unable to get accommodations through the commercial system 
we had or through any other means. 

We wanted primarily to enable every man in this country to 
own bis own home, and to do that we had to provide a plan 
for giving him financial accommodation that he could meet, 
and upon terms, rates of interest, and all that sort of thing, 
that he could bear, and we devised this system~ It bas worked 
admirably. Seven hundred million dollars have been found 
for the farmers of this country under this system, at 5i per 
cent, with the right to pay off 1 per cent per annum on th& 
principal, and practically on their own terms. It is working 
a.dmirably, it is accomplishing great results, and, as the Sena­
tor from Connecticut mentioned a moment ago, in which state­
ment I think he is entirely correct, tbe average loans up to this 
time have been something like $3,000. 

At present there are ample funds to take care of the needs 
of agriculture, whether the limitation is raised or not. There 
may come a time when those funds would not be adequate to 
take care of larger loans, and we had that in view when we 
framed the act, as the Senator from Nebraska has mentioned, 
and for that reason we established the joint-stock land banks, 
to function so that those engaged in agriculture on a larger 
scale, who might requiTe much more capital than the ordinary 
farmer would require or need, could be accommodated. There­
fore we permitted the joint-stock land banks to be covered into 
the system. They have been covering the field of loans from 
$10,000 up. They are not limited to $10,000, and I am told 
th~y are now making loans of two or three thousand dollars. 
They were supposed to provide for accommodations in excess 
of $10,000. They are not obliged under the law, I think, to 
confine their loans to that amount, because, as I have said, I 
think they are making loans now in the field which has always 
been occupied by the Federal land banks. 

That is another reason why I am not opposing the raising 
of this limit from $10,000 to $25,000. I think there has been 
quite a general demand over the country for this increase in 
that limitation, because farm values have increased, and where 
five or six: years ago a man might be amply supplied with 
$10,000, he would probably need twice that to-day to accomplish 
the same purpose. 

Mr. McLEAN. If the Senator will permit an interruption 
there, I am not opposing this increase in the limitation to 
$25,000, but when we increase it, I want it done in a way 
that will confer every benefit possible on the farmers of the 
country. I think the Senator loses sight of the point I made, 
and which the Senator from North Carolina reinforced, that 
there might be a farmer who has a mortgage to-day of $10,000 
on his farm. Funds may be short. There may be two or three 
or more loans of smaller amounts which have been qualified 
and approved ; yet they may not be ve1-y pressing, while this 
mortgage of $10,000 may be threatened with foreclosure, anf1 
unless the borrower can raise, perhaps, $5,000, or a fe\V 
thousand dollars more, he may lose his farm. It eeme<l to the 
committee that it was wise to leave such matters to the dis­
cretion of the Farm Loan Board. 

Mr. GLASS. Mr. President, after all; is it not a matter of 
administration? 

Mr. McLEAN. It seems to me so. 
Mr. GLASS. If we increase the limit tp $25,000, is it not 

to be presumed that no well-conducted farm loan bank is going 
to make a loan of $25,000, if it has applications for half a <.lozen 
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loans of from two to five or ten thousand dollars? If we ex­
tend the limitation to $25,000, nothing we can put in the law 
will affect the matter, because it is a matter of administration 
and of banking judgment in the last analysis. 

Mr. McLEAN. Yes; and it should be administered ln a way 
that will confer the greatest possible benefit to the farmer. 

l\1r. GLASS. As a matter of fact, we know, Mr. President, 
that members of the Federal Farm Loan Board have come be­
fore our committee time and time again and stated, both orally 
and in writing, that they are opposed to the policy of making 
$25,000 loans when they have not sufficient funds t9 make the 
lesser loans. So, as I have said, in the last analysis, it is 
simply a question of administration, and it seems to me all we 
should do here, if that is the judgment of the Senate, would 
be to extend the limitation. 

Mr. PITTMAN. Mr. President, it was my intention to vote 
for the amendment of the Senator from Florida, because I did 
not think it created any discrimination; I thought it was simply 
a fair amendment providing that the banks should pay in tbe 
order of approval. The amendment of the Senator from Ne­
braska would have an entirely different e1:f'ect. The Senator 
from Florida has expressed a willingness to accept the amend­
ment of the Senator from Nebraska, or, rather, he approved it. 

Mr. FLETCHER. I have not accepted it. I want a vote 
on mine first. 

Mr. PITTMAN. The committee which had charge of this 
bill gave it most careful ancl long consideration. In addition 
to the committee, a number of Senators who were interested in 
this matter had an opportunity and the pleasure of listening 
to the representatives of various farm organizations discuss this 
bill. They have approved this paragraph as it is written after 
long and careful consideration. It is a very dangerous thing to 
attempt to change those provisions on the floor of the Senate 
where there is any doubt as to the effect of the change. There 
is doubt as to the effect of this, because the Senator in his 
original amendment had one view of its construction, and upon 
suggestion that it might have another, he changed it. Now, 
the Senator from Nebraska says that the Senator's amendment, 
as amended and approved, does not have the meaning the 
Senator from Florida thinks it has, and he offers another. 

Mr. HITCHCOCK. Mr. President, I am not offering any 
amendment. The fact is, I am willing to accept this as it 
stands, but it seemed to me that if anything were inserted, it 
should be a mere directory expression of the principle to be fol­
lowed rather than a rigid and restrictive amendment such as the 
Senator from Florida proposes. I am not proposing any amend­
ment. 

I wanted to explain why I have changed my mind, and will 
vote for the committee amendment. I see the difficulty of try­
ing to amend this matter on the floor, and get the meaning each 
Senator has in mind. It has been approved by the committee 
after long consideration, and it was approved by all the repre­
sentatives of those directly interested in it. 

I want to give one other reason for the raising of this limita­
tion to $25,000. The loans in farming communities a.re generally 
by banks whose capital hardly ever exceeds $100,000. They are 
limited in their lending to $10,000. If a stock raiser meets an 
emergency, when he is about to suffer a great loss for the need 
for fifteen or twenty thousand dollars immediately, and there 
is no bank in his community with the legal authority to lend 
over $10,000, he suffers a loss. We all know that. It is the 
case in nearly all of the farming communities that the little 
banks which serve the farmers have small capital, and they are 
limited to lending 10 per cent of their capital to any one per­
son. Some of the banks have entered into frauds to cover that, 
but it is not approved and it is a dangerous practice. For that 
reason it became necessary, if we are going to protect farmers 
against loss in an emergency, when they could not borrow 
money, to increase the limitation to $25,000. For instance, in 
Idaho bank after bank failed because they bad loaned out a 
tremendous amount of money, in excess of what they should 
have loaned, in excess of the 10 per cent of their capital. They 
had to do that .to carry these "industries along, and they failed. 
The farm banks could not lend over $10,000, and they could not 
come and aid these people where they required twenty or 
twenty-five thousand dollars. It seems to me that is a very 
dangerous proposition. 

l\Ir. McLEAN. Should we not leave with the board the dis­
cretion as to which emergency is entitled to precedence? A 
loan for $12,000 may be more deserving than any other loan 
that is approved, and yet unless the amendment still leaves 
with the board the discretion to qualify that loan in preference 
to the small loan, the man may lose his farm. If we are going 
to amend the law and give the farmers the benefit of it, I want 
to <lo it. 

Mr. FLETCHER. Mr. President, ordinarily the farmer who 
wants more than $10,000 is not only able to resort to the joint- . 
stock land banks but is able to resort to banks and other 
financial institutions and money lenders generally. He has a 
situation that is entirely different from the little man who is 
unable to get any accommodation anywhere except under this 
system. 

Now, we have pretty well all agreed-the Senator from Vir­
ginia [Mr. GLAss], the Senator from Connecticut [Mr. McLEAN], 
the Senator from North Carolina [1\Ir. SIMMONS], and all-that 
speaking generally the applicants for small loans should be -
accom~odated first. If that is true, why not say so? Why 
leave it to a board to say so? It may be that the present Farm 
Loan Board, in thorough sympathy with the act and its purpose, 
will carry out what we are hoping and believing they will 
carry out. But that board is a politically appointed board ,and 
its personnel may change any time. Why not put in the law 
just what we say the purpose of the law and the intention of 
Congress is? · 

Mr. GLASS. Because the board and not the Congress of the 
United States is in constant contact with all of these problems 
and very much better supplied with information for the guid­
ance of their judgment than the Senate could possibly be. 
That is the policy which has thus far been pursued by the 
board. The board bas time and again indicated that that would 
continue to be their policy, unless circumstances should arise 
which would alter their judgment. It seems to me that the mat­
ter is one of ~dministration and not of legislation, and that 
we should leave it in the judgment of the board. 

Mr. FLETCHER. The board at one time was opposed to 
any increase. They so stated, but at last said they would not 
oppose it. They do not particularly favor it, but they believe 
there is a demand for it from the farmers and farm organiza­
tions of the country, and they are willing that the increase 
should be made. I have no doubt they have· in their minds the 
intention of taking care of the loans which are applied for up 
to the limit of $25,000, if they have the funds, but if the funds 
are limited they are going to take care of the smaller loans 
first. I believe they intend to do that, and all I expect to 
accomplish by the amendment is to authorize them to do it, so 
that when an application is made for $25,000 they can well say 
under tl;le law, "You will have to wait because we have not 
adequate funds to accommodate you." . 

1.fr. McLEAN. But, if the Senator will pardon me, suppose 
that a loan for $12,000 should have preference under all the 
circumstances? Among all the loans that are qualified and ap­
proved there may be one for $12,000 which is more press:ng 
and is clearly entitled to preference. Why limit the discretion 
of the board? 

l\Ir. FLETCHER. Oh, no; but until they have funds enough 
to meet them. They do not have actually to meet them. I da 
not think that sort of case will arise. The board will know 
how much each bank will have and will know what the approved 
applications are when this very precious loan of $12,000 is ap­
plied for. They will know whether they have adequate funds 
to meet the situation and, of course, they will not hesitate a 
minute if they have the funds. 

It is not altogether true that every farmer in the country or 
every farm organization is indorsing the proposed increase. 
I am not opposing it. I am willing to concede that a majority 
of the people interested in the system are in favor of the in­
crease. I am in favor of it. I am simply trying in a provi­
sion here to protect the little fellow who can not get his accom­
modation anywhere else but through this system. I want to 
see him safe before we go to take care of the people who have 
a medium elsewhere, namely, the joint stock land bank, to 
apply to fo.r accommodation. · 

Here is a letter from Washington, Va., from a national farm­
Ioan association, dated January 15, 1923, in which it is said: 

I am also inclined to think that the limit o! the loan to any one 
person should not exceed $,10,000, for there are very few farmers in my 
section who ought to owe more than $10,000. However, in o.ther sec­
tions this may be different, but I believe with rare exceptions. 

Here is another letter from another association : 
So far as this association is concerned, loans of $10,000 are big 

enough, and I believe it the farm-loan banks assist the small farmers 
they will be doing more good than by making the large loans of over 
$10,000. The question of obtaining mone1 by sale of bonds ls not at 
all difficult, and for all that one loan of :jj25,000 does not do as much 
go.od as ten of $2,500. 

I think I agree with that. I am only offering to say so in 
the law. 

Mr. SE\-IMONS. I think the Senator is absolutely right in 
saying that probably the policy which has been pursued up to 
this tim~ under the present law, of giving the small man a 
preference, ought to be continued. I am quite sure it will be 
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continued. But if the Senator's amendment is adopted, then t.heir interests. I want these little men who can get money 
the board will lose the discretion to accommodate, except upon nowhere else to be given the opportunity to get it. God knows 
the happening of certain contingencies, the larger demand that they need iL 
may be made upon it, although the board may in its judgment I ·wish to call the attention of the Senate to an incident 
believe that the borrower who wants $25,000 is much more in which I once before mentioned here which illustrates the point 
need of accommodation than the man who wants the lesser I have in mind. A young man in the West purchased, I believe, 
sum. in the fall of 1920, $2,000 worth of cattle, not many of them, and 

Tlte amendment would take from the board all discretion, he borrowed the money with which to pay for them. He went 
except under certain conditions, to accommodate the larger out and started a little ranch. He had some increase in the 
application, notwithst.anding its judgment as to the merits of number of his cattle1 and the next year when his paper became 
the application and as to the necessity of relieving him against due he tried to renew his note, telling the bank officials that 
a condition which would be absolutely disastrous and possibly he was not able to pay; but they forced him to the wall · they 
ruinous to him. I want to preserve that discretion in the drove bis cattle to market and sold them. They brought but 
board, to be exercised upon. its judgment. I assume that it will $1,300, though he had borrowed the money and paid $2 ooo foi: 
e,xercise that judgment in favor of the small man, where the them. He went out of business; he went back to the city with 
conditions permit it, after we make the increase, just exactly a $700 debt hanging over his head still unpaid. That is but 
in the same way as they have exercised it heretofore when they one in.stance, l\1r. President, among thousands and tens of 
were under no compulsion or direction to prefer the smaller thous~nds. Now we are trying to reach that needy class. 
man. If they have preferred the smaller man under the pres- Here is an opportunity to reach them through the amendment 
ent law wlHll'e there is no direction to them to do it, and where which has been offered by the Senator from Florida [Mr. 
they are acting simply upon their judgment, what reason has FLETCHER], but we are told that we must not put that amend-
the Senator to believe they will not continue to pursue that ment in the bill · 
sa.me policy vrhen we increase the amount? . I am not in favor of leaving too many dlsci:etionary powers 

l\lr. FLETCHER. I do not think it would interfere with that m the hands of boards. I once saw a Federal Reserve Board 
question at all. I think it is just a question of fact. When use its discre.tionary power to the destruction of $15,000,000,000 
they ascertain th.at they are limited in the funds on hand and worth of agricultural products, including cattle, to the ruin of 
have not sufficient on band to meet the obltgations which are millions of people, to the driving to death of thousands of men. 
qualified under the law, that is one instance 1.n which they may and women, who took thefr own lives, and to the driving o! 
withhold the larger loans. others to the madhouse. That result came through discretion-

1\lr. S-IM1\.10NS. But when they do find th~ fact, and that ary power which was exercised by a board under the control 
fact ls that th~y have approved of smaller loans to the extent of Governor Harding and the big conscienceless financiers and 
that their funds would be exhausted, then by reason. of that speculators of Wall Street. I am not in favor of leaving discre­
fact they are deprived of exercising_ the discretion to help the tionary powers in the hands of those who use those powers t,o 
large applicants. the hurt and injury of the masses of the people. 

Mr. HEWLIN. l\fr. President, when we were discussing the Mr. President, when I advocated a credit system here I bad 
awful condition of the farmers and the cattlemen of the coun- in mind a bill that would provide for loaning money to the man 
try during drastic deflation we were told the Federal reserve with five head of cattle or three head of cattle. Any man who 
system was not intended to serve their needs. Now, when we wi;IDes to start business, I do not care how small it might be, in 
come to make provision to reach these people and to serve this great country, ought to be able to get the capital with 
their needs we are finding opposition. We were told at that wh~ch to start it and to aid him until he makes it a going, 
time that we ought to create new agencies. Now we are under- busrness. Is not that a fair proposition? I wish to say to 
taking to create those agencies, and yet it seems that restric- Senators who oppose this amendment that $500 to one of these 
.tions are to be placed around the provisions looking to the poor struggling fellows is as much as is $25,000 to a man who 
relief of the farmer. Now, it seems that some want to do just has accumulated a fair share of this world's goods and has col­
as little as possible for the farmer. lateral through which he may get money from some other 

I think there is great merit in the amendment offered by the source. I wish this banking system to reach out and aid the 
Senator from Florida [Mr. FLETCHER!. I would like to see little fellow to get on his feet and to make his business a going 
the amendment of the Senator from Nebraska [Mr. Hr:rcacocKl business. That ought to be the purpose of a statesman. We 
accepted. I think that would clear the matter up entirely. It ought not to legislate special privileges into the hands of any 
would still leave discretion in the hands of the board. The particular class, but we ought to legislate for the masses and 
board could continue to make the $25,000 loans. The boax:d. for the good of all I want the man who needs $25,000 to get 
has the discretion of saying whether the funds are too low to it; I want the one who needs $20,000 to get it, or the ones who 
continue them or not. They are the judges, and nobody knows need $15,000 or $12,000 or $10,000 or $5,000 or $3,000 or $1,000 
the condition better than the members of the board. to get it; and.. let us provide sufficient funds for that purpose. 

Now, Mr. President, I have had some letters from my State There was not any question about funds not being sufficient 
suggesting that the amount of certain loans ought to be in- when gamblers were speculating in cotton at 40 cents and beat­
creased; that there were people who needed $25,000; that ing it down to 10 cents. They got millions and hundreds ot 
$10,000 would not serve the purpose. I think that is true, and millions of dollars in New York for that purpose. Why should 
I am willing to increase it to $25,000. I know, and everyone we now draw a picture of a situation showing that this Gov­
who has had any business experience knows, that the man with ernment is not capable of providing a financial agency by which 
$25,000 worth of collateral has more influence with any board money enough can be provided to keep the agricultural indus­
with discretion than the poor fellow has who wants $500 or $1,000. try and the cattle industry going in the United States? There 
I am trying to reach the man who has no entree to any bank will come no such time if we shall have the right kind of men 
now. I want to reach the fellow who is not influential with in this Chamber and in the other. It is the duty of the Govern­
these boards, which never c.ome in contact with the struggling ment to see to it that the industries which feed and clothe the 
poor. Here is an opportunity to reach that very class. world are not crucified for the gain of a favored few. We 

The cattle industry bad become a considerable industry in might just as well face the issue plainly. 
my State until it was slaughtered and sacrificed by the ravages Mr. President, I hope the amendment of the Senator from 
of deflation in 1920 and 1921. If the cattlemen of my State Florida will prevail. I think it is a righteous amendment. It 
could have borrowed money so they could have gone through is all right to provide for those who desire to get $25,000; I am 
that time, they could have saved their cattle and the cattle in favor of having the limitation increased to that extent; but 
industry in Alabama would have been flourishing to-day. But r wish at the same time to specifically provide for the taking 
as the result of deflation they were practically wiped out and care of those who seek loans for amounts less than $10,000. 
were discouraged and ca.st down with tremendous losses on That is the proposition in a nutshell. 
their hands. The PRESIDING OFFICER The question is on the amend-

Now, we want to prevent the recurrence of such a thing as ment proposed by the Senator from Florida [1\-fr. FLETcHERr 
that, and here ls the opportunity to do it. The question is, as modified. 
Will Senators do it? I know that the proposition does not ap- Mr. HEFLIN. Let us have the yeas and nays on the amend-
peal to certain Senators. I am the friend of the commercial ment, Mr. President. 
banking system. When I see the commercial banking system The yeas and nays were ordered, and the reading clerk pro-
put to the test and it fails to reach a large portion of our ceeded to call the roll. 
people and permits their enterprise and industry to perish, I Mr. STERLING (when his name was called). I transfer my 
am in favor of amending the banking laws and going to the pair with the Senator from South Carolina [Mr. SMITH] to th& 
rescue of such people. This is their Government. They have· I' Senator from Arizona [Mr. CAMERON] and will vote. I vota 
a right to ask us to give them machinery that will take care o.t . "nay." 
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Mr. WALSH of Montana (when his name was called). I 

transfer my pair with the Senato1· from New Jersey [Mr. FRE­
LINGHUYSEN] to my colleague, the senior Senator from Mon­
tana [MT. MYERS], and vote u yea." 

Mr. WATSON (when his name was called). I transfer my 
pair with the senior Senator from Mississippi [Mr. WILLIAMS] 
to the senior Senator from Iowa [Mr. CUMMINS], and vote 
"nay." 

Mr. WILLIS (when his name was called). I am paired with 
my colleague, the senior Senator from Ohio [Mr. PoMERENE], 
who is absent on account of illness. I transfer that pair to the 
senior Senator from Pennsylvania [Mr. PEPPER] and vote 
"nay." 

The roll call was concluded. 
Mr. McKINLEY. I transfer my pair with the junior Senator 

from Arkansas [Mr. CARAWAY] to the junior Senator from 
Vermont [Mr. PAGE] and vote" nay!' 

Mr. FERNALD. I have a general pair with the Senator from 
New Mexico [Mr. Jo:r<."'ES]. I transfer that pair to the jnnior 
Senator from Oklahoma [Mr. !IABRELD] and vote "nay." 

Mr. COLT. I transfer my pair with the junior Senator from 
Florida [Mr. TRAMMELL] to the senior Senato·r from Connecti­
cut [Mr. BRANDEGEE] aud vote "nay." 

Mr. OWEN. I transfer my pair with the Senator from New 
Jersey [Mr. EoGE] to the Senator from Louisiana [Mr. BRous­
BARD] and vote " yea." 

Mr. CURTIS. I desire to announce that the junior Senator 
from Kentucky [Mr. ERNST] is paired with the senior Senator 
from Kentucky [Mr. STANLEY]. 

The result was announced-yeas 28, nays 48, as follows: 

Ashurst 
Bayard 
Borah 
Brookhart 
'.Burs um 
Dial 
Fletcher 

Ball 
Calder 
Capper 
Colt 
Couzens 
Curtis 
Elkins 
F ernarn 
.F_ra:nce 
George 
Glass 

YEA'S-28. 
Har.ris 
Harrison 
llefiin 
Johnson 
Jones, Wash. 
Kendrick 
king 

Ladd 
La Follette 
Len.root 
McCormick 
McKellar 
McNary 
Norris 

NAYB-43. 
Hale 
Hitchcock 
Kellogg 
Keyes 
Lod_ge 
Mc Cumber 
McKinley 
McLean 
Moties 
~elson 
New 

Nicholson 
Oddie 
Overman 
Phl'pps 
Pittman 
Poindexter 
Ransdell 
Reed, Pa. 
Robinson 
Shortridg.e 
Simmons 

NOT VOTING-25. 
;Ilra:ndegee Edge :Myers 
Broussard Ernst Norbeck 
Cruneron Frelinghuysen Page 
Cara way Geri-y :Pepper 
Culberson Gooding Pomerene 
Cummins Harl'leld Reed, Mo. 
Dillingham Jones,N. Mex. Smith 

Owen 
Sheppard 
Shields 
Swanson 
Underwood 
Walsh, Mass. 
Walsh, Mont. 

Smoot 
Stanfield 
Elter ling 
Sutherland 
Townsend 
Wadsworth 
Warren 
Watson 
Weller 
WilliB 

Spencer 
Stanley 
Trammell 
Williams 

So Mr. FLETCHER'S amendment, as modlfted, was rejected. 
Mr. DIAL. Mr. President, I offer the amendment which I 

send to the desk. 
The PRESIDING OFFICER. The .amendment ·wm be stated. 
The READING CLERK. It is pro.posed to add at the end of 

the bill a new section, as follows: 
SEC. B04. That the second subdivision of section I> ot the United 

States cotton futures act, apj)roved August 11, 1916, as amended, is 
amended to r ead as !ollows : 

"Second. (a) Specify as the class of the contract one of the fol­
lowing classes : 

" Class A, which shall include only mlddllng fair, strict good mid­
dling good middling, and strict middling grades ; 

"Class B, which shall include only strict middling, middling, strict 
low middling, and good mid<Iling yellow tinged grades ; 

"Class C, which shall include only strict low middliDg, low middling, 
strict middling yellow tinged, and good .middling yellow stained grades. 

"(b) Specify the basis grade for the cotton involved 1n the contract, 
which shall be one o f the grades -fi>r which standards are established 
by the Secretary of Agriculture, and which shall be one or the grades 
included within a class in paragraph (a) of this subdivision; the price 
per pound at whkh the cotton of such basis grade is contracted to be 
bought or sold ; the date when the purchase or sale was made; and 
the month or months in which the contract is to be fulfilled or settled. 

"(c) If no other class is specified in the contract, or in the memoran­
dum evidencing the same, the contract shall be deemed a Class B 
contract. 

"(d) If no othe1· basis grnde be specified in the contract, or in the 
memoranmun evidencing the same, good middling shall be deemed the 
basis grade incorporated into a Class A contract, middling shall be 
deemed the basis grade incorporated into a Class B contract, and low 
middling shall be deemed the basis grade incorporated into a Class C 
contract. It is further specified that 1n case delivery is demanded at 
least one-third of each contract shall be filled in the basic grades 
specified herein, and that the other two-thirds shall be filled either 
in that grade or in one af the other grades specified tn said class." 

That the third subdivision of section 5 <>f such act is amended to 
read as fOllows~ 

"Third. Provide -that the cotton dealt with therein or delivered 
thereunder shall be of or within the grades for which standards are 

established by the Secretar~ of Agriculture, and of or within tl8 
grades 'included within the class so specified or incolllorated a the 
class of the contract, and that cotton of any other grade or grada' 
shall not be dealt with .therein nor delivered thereunder." 

That the .fifth subdivision of sectio.n 5 of web act, as amended, is 
amended to read as follows : 

"Fifth. Provide that cotton that, because ot the presence ot 
extraneous matter of any character, or tr.regularities or defects, is 
reduced .in value below that of strict .middling in the case of a Cla. s :A. 
contract. strict lo:w middling jn the case of a Class B contract, or 
low middling in the case ol a Class C contract, the grades mentionoo 
being of the official cotton standa:rds of the United States, or cott<lll 
that is less tjlan seven-eighth5 o! an inch in length of staJ>lC, or 
cotton of perished staple or of immature staple, or cotton that is 'gill 
cut ' or reginned, or cotton that is ' repacked ' or ' false packed ' or 
'mixed pac"ked' or 'water packed,' shall not be delivered on, under, or 
in i!ettlement of such contract." 

That the second paragraph of the se:venth subdivision of section li 
of such act, as amended, is amended to read as follows : 

" The provisions of the third fourth, filth, sixth, and seventh suh­
dlvisions of this section shall be deemed .fully incorporated into any 
such ~ontract if there be written or printed thereon, or on the memo­
randum evidencing the same, at or prior to the time the same is 
signed, the phrase ' subject to United States cotton futures act, sec­
tion 5, Class A,' ll the contract is a Class A contract, or the phrase 
'subject to United States cotton futures act, section 5, Class B,' if the 
contract is a Class B contract, or the phrase 'subject to United States 
cotton futures act, section 5, Clas,s C,' it the contraot is a Class C 
.contract." 

That the provisions of this act shall be effective un ·and after the 
thirtieth day after its passage, but such provisions shall not be con­
strued as applicable to nor as affecting any right, ,power, privilege, or 
immunity under any contract entered into prior to such day. 

Mr. DIAL. Mr. President, I am glad that we are about to 
pass a law to make funds more available for the agricultmal 
interests o.f this eountry; but, while we are doing that, it is 
our duty to see if we can not benefit their interest in other 
respects. 

I have an amendment, which has just been sent up to the 
desk and read, -which is -somewhat technical. I dia not eXJ)ect 
all Senators to graep it from the reading, but it is very sim­
ple, as the-y will see when I explain it a Utile later. 

To my mindt an mnemlment uf that kind to this law would 
be of _greater benefit to the people o1 the South than any 
-c(ther law that we could possibly pass. It is commendable to 
try to secure funds which shall be available to help people 
to farm, hut Jt is useless for them to raise a crop and theu 
rtur.n around and be robbed in marketing that crop. 

I do not like to use harsh language, such as " robbery " and 
similar phrases, because that is so .common and sounds so 
demagogic. I have beard all my life that the 'South was 
robbed by Wall Street, Blld by this interest and thut interest 
and the othe-r interest. 1f I could not show where the wrong 
ls, and if I could not point out the remedy, I would remain 
silent; but thiB matter of a cotton-future contract has simJ>ly 
deprived the people of my i>ection since the Civil War of 
hundreds of mllllons of dollars every year. The trouble 'is 
that the -public do not undermand the ln:w. They are afraid 
to look into U. They have ·different reasons. 

Some will say that it ls too complicated. Mr. President, I 
admit that it is a technical prop_osition; it is sainewhat of a 
legal proposition; but it is not too complicated to look into 
and to correct when we see the wrong of it. Our A, B, C's 
were complicated until we studied them and learned them, and 
it is the same way with this cotton-future contract proposi­
tion. 

Some Senators will brnsh it aside and say: "No; I do not 
understand it." Of course, you do not, unless you study it a 
little. I did not understand it for a long time in my life, but 
it is just simply legalized robbery-nathing short of i t. 

I realize that some of the Senators from the South differ on 
the proposition ; but I am going now to appeal to every man in 
the Senate, and particularly to the Representatives of the South, 
to study this proposition and see what I am driving at. -Of 
course, some of them already know, but I am afraid they do not 
realize, the great injustice that is inflicted upon our people. I 
ask them to lay -aside any prejudice or favoritism and study 
the proposition as a business one, or as a legal 'Proposition, or 
as a moral proposition. 
lt is not very pleasant to tell the world of our misfortunes 

and of our poverty, to be always whining about be:ing poor. L 
hate to hear it, Mr. President; but when we look at the condi­
tions that obtain in the South, there is no alternative except 
for our people to be poor. All my life I lul ve been an optimist. 
I look on the bright side of life. I believe in work, and I be­
lie.Ve in more work; but I have come now t-0 the point where I 
am ready to strike for the cotton growers of this ccmntry, and 
I say that with all deliberation and after most thorough inves­
tigation. 

I shall not read long to the Senate, and I shall nat detain 
you long with my speech; b:ut I have in my hand the report of 
the Joint Agricultural Commission of Congress, filed last year 
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some time. They go into a close analysis and a calculation of 
the cost of production of cotton. I desire to have inserted in 
the RECORD the parts that I have marked. 

There being no objection, the matter referred to was ordered 
to be printed in the RECORD as follows : 

It may be helpful at this point to give a typical lllustration of the 
°Gutlook for landowner and tenant. Let us take a 30-acre farm unit, 
valued at $1,500 and including 25 acres of cleared land. This is occu­
pied by a tenant farmer who furnishes all the implements and labor, 
including mule power, and receives half the cotton and all the grain 
r;rop for his services. The landlord's account will appear about as 
follows: 
Landlord's account: 

Debit-
Taxes-------~----------------------------------
Interest and depreciation ------------------------­
Fertilizer for cotton-----------------------------­
Cotton seed-------------------------------------Half of cost of ginning and baling _________________ _ 
Supervision_~------------------------------------

$25.00 
150.00 
90.00 
10.00 
12. 50 

100.00 

Total---------------------~------------------- 387.60 

Credlt-
One-balf of 5 bales of cotton, at 16 cents a pound ____ 200. 00 
2~ tons cotton seed, at $30------------------------ 75 . 00 

Total----------------------------------------- 275.00 

Landlord's loss--------------------------------­
U:euant's account : · 

Debit-
Feed of mule-----------------------------------­
Depreciation and interest on mule------------------
Taxes----------------~-------------------------
Fertilizer for 10 acres corn and grain, at $3 ________ _ 
Depreciation and repairs, implements------------- --Half of cost of ginning and baling _________________ _ 

112. 50 

75.00 
25.00 
5.00 

30. 00 
10.00 
12.50 

Total----------------------------------------- 157. 50 

Credit-
One-half of 5 bales of cotton, at 16 cents a pound---- 200. 00 
75 bushels of corn------------------------------- - 50. 00 
100 bushels of oats------------------------------- 50. 00 
2 tons of baY------------------------------------ 40.00 

Total----------------------------------------- 340.00 

Return received by tenant----------------------- 182. 50 
The balance of $182.50 represents labor for the entire year for man, 

wife, and two children, which ls 61 cents per day for 300 days. On 
a 365-day basis, this gives a total revenue of 10 cents per day for 
each member of the tenant's family of four. That these figures are 
not overdrawn can be readily proven by reference to the production 
" tatistics of the Department of Agriculture which are readily available. 
The Census Bureau reports 1,890,000 farms producing cotton in 1919. 
T bls for the crop of 1921 would give 4t bales per farm. Assuming 
only one family per farm (a totally unwarranted conclusion) this would 
give each share-cropping farmer 2l bales, or a revenue of $170 from 
cotton. 

What would the cost of production of farm products be if farm 
labor were allowed a wage commensul"ate to that received by the coal 
miner, the railroad worker, the brick mason, or the factory operative? 
You!° committee bas not the data upon which to base this calculation, 
but states without fear of contradiction that no price received, even 
at the peak prices, will give the actual producer of farm products a 
wage comparable in any way with that normally received by all classes 
of union labor and even by most classes of farm labor elsewhere in the 
United States. 

Mr. DIAL. Briefly, it say.s this, Mr. President: It goes into 
detail of the cost of a bale of cotton, the cost of a pound of 
cotton. It shows that a man and his wife and two children in 
an ordinary year, producing an ordinary crop of cotton, and 
marketing that cotton at 18 cents a pound, which is away 
above the average, reap the magnificent reward of 10 cents 
a day each. That is not my statement. That is the statement 
of tlle Joint Agricultural Commission of the House and Senate, 
composed of some of the best men in each of these bodies. It 
says, down there : 

The balance of $182.150 represents labor for the entire year for man, 
wife, and two children, which is 61 cents per day for 300 days. On 
a 365-day basis, this gives a total revenue of 10 cents per day for 
each mt:mber of the tenant's family of four. 

I will not bore the Senate by reading other extracts, but 
here ls the situation. People talk about the pauper labor of 
Asia; but when we have any such condition as just read right 
here in the United States, it is time that this body was waking 
up and amending this law. Therefore I am ready to advise 
C;Ur people to stop planting cotton-and I do not like to use 
that term-but we have been raising cotton all these years at 
something under the cost of production, and we can not stand 
it any longer. In my State, two years ago, we raised 1,600,000 
bales of cotton. Last year we raised less than 800,000 bales 
anu this season we have raised only about 520,000 bales. 

1\Ir. HITCHCOCK. l\fr. President, I am among those who 
have never been able to understand the Senator's btll, and I 
hope he will make it clear. 

1\fr. DIAL. I am coming to that. 
1\fr. IDTCHCOCK. I assume that it is not the price of the 

cotton which makes the remuneration of the raiser so small, 

but I do not know whether or not it is legislation that the 
Senator is complaining of--

Mr. DIAL. Yes, sir; it is. 
Mr. HITCHCOCK. And I should like to know, if that is 

the case, when the adverse legislation began, and of what it 
consisted. " 

Mr. DIAL. I thank the Senator very much for interrupting 
me. I will come right to that, and I shall be glad to have 
any Senator interrupt me, because this is not a speech on my 
part. I do not like to speak if I can help it, but I do love to 
talk a little business ; and when I see a wrong, if I can point 
out the remedy I will try to be specific, and I thank the 
Senator for interrupting me. 

I want to show you first the condition that we are in. That 
is where we are now. We are getting that kind of pay for 
our cotton, and the reason why we are not getting any more 
is the unjust law on the subject. 

You will say: "Why is the law unjust? When did you wake 
up and find out that it was unjust? How is it unjust?" and 
all that kind of question. 

l\fr. HITCHCOCK. When was it passed? 
Mr. DIAL. In 1914. I will come to that presently, but I 

want first to show how it is that we live under this system. 
I take it that a good many of the people who know any­

thing about future contracts are afraid to say so, because they 
are afraid it will hurt their reputation, or hurt their credit, 
or something of that sort, and they go around and whisper 
about it. We have gotten beyond the whispering stage now. 
If you will excuse me for saying so, I know something about 
raising cotton, and I know something about warehousing cot­
ton, and I know something about milling cotton, and I know 
something about the operation of the future contract, and I 
think I am familiar with what I am talking about. 

There was no law on this subject until 1914. Before that 
time, from the Civil War, there was a custom of selling con­
tracts. Before the Civil War there was no such thing as selling 
future contracts. .A.t that time the actual cotton was sold on the 
spot, on the plantation or at the town, or shipped to commission 
merchants on the seacoast, principally, and the commission mer­
chants sold the actual cotton. · I am not fighting the Civil War 
over. I do not want to get your ill will on that ground, al­

·though I have no apologies to make for it. During the Civil 
War the question came up of selling cotton to arrive, making n 
contract to get cotton to come. Then they sold that contract. 
Then they got to dealing in the contract, and kept on selling 
contracts and contracts. That was the l:irigln of future con­
tracts in this country. In New York they had a kind of a joint­
stock concern after the Oivil War, for a year or two. In 1871 
the New York Ootton Exchange was actually organized, in July. 

About 1869 the cable was completed to Liverpool. .A. man 
named John Rue was a commission merchant handling cotton, 
and when the cable had been laid he could wire over here and 
buy cotton, and he would sell it there "to come." He could sell 
the contracts for the cotton "to anive." That was the origin 
of the exchange in Liverpool. 

They dealt in those contracts from time to time, and there 
was no law regulating it. The injustice of those contracts was 
this: Under the custom the man bought a contract, and he 
thought he bought middling cotton, but he did not buy middling 
cotton, he . bought on the basis of middling. Then, when the 
delivery day came, they did not give him middling cotton; they 
gave him cotton better than middling or inferior to middling, 
and they regulated the price by the exchange price. They 
would gi·re a discount off for cotton under middling, or a pre­
mium on for cotton above middling. 

l\fr. KING. I am trying to follow the Senator, but it is a 
technical subject--

Mr. DIAL. I realize it is a technical proposition, and dull. 
Mr. KING. As I understand the Senator now, he is talking 

about the contract. He is describing the system after the in­
troduction of the contract system of which he has been speak­
ing. 

Mr. DIAL. That is entirely correct. 
Mr. KING. Would not the contract describe the character of 

the article which the vendor was to sell and the vendee was to 
purchase, and if it did not, could not the prospective vendee 
prescribe the terms, and say that he was to buy cotton of this 
grade or that grade or the other grade, so specify it that if the 
kind of cotton for which he contracted was not delivered, he 
could either repudiate the contract--

1\fr. DIAL. No; and I thank the Senator for asking that 
question. I will explain it. He bought his contract, and that 
meant a contract on the basis of middling. That is where the 
trouble came in. A man did not buy middling cotton, he bought 
on the basis of middling, with the right of the seller of the con­
tract to slide his contract down or up. It was left entirely 
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witk him as;· to what· grade of cotton he· would deliver. The 
vendee- had no rights · whatever, except to accept what · was 
tendered him, or-to sell out bis ,contra::ct: 

Mr. KING. If the Senator will pardon1 me, :r; can not under-
stand why-- · 

Mr. DIAL. J"ust a moment Unde1• this custom, down ·· to 
1914, until Oongress· passed a law on the- subject, the vendor 
had a rjght to deliver any one of 82 grades on that contract; 
with the price adjusted up or down. 

Mr. KING. Doee:the: Sena.tor·contend·. that the courts would 
make a · new contract' and compel a venuee to take cotton he -did 
not buy, which be did not describe in his 1 contract? The Sen­
ator states- that there were 32 grades.: Suppose, tlia vendee 
wanted· tcr buy the thirtieth grade; and he· contracted with: the 
Senator for 50 bales--or 1,000 1bales o~ · grade ·No. 30? 

Mr. DIAL. They would not- sell you less than 10<» ba.:lesi. 
They would only sell •you on the:basis of ·middling; not midd1ing, 
b'ut on th& basis-of middling. The price- would be fixed at mid­
dling, but if he tendered you the thirtT-seeond grade, you 'Would 
get'"a discount; but· you had no discretion- as ,to what grade-you 
should receive. That was 1in the-contract. Of course the courts 
would have nothing to do· with it. If the Senator will wait a 
moment, r will get down to the p1·esent law. 

Mr. IDTCHCOOK:' Who dictated that ·contmct? 
l\lr. DTAL. The- exchange. Thatwas •a standard contract of 

the exchange. 
Mr. HITCHOOCK. Where? 
Mr. DIAL. New York and-New Orleans;· in· tll'.is country, and 

they have one for Liverpool, Bremen; Ifavre, Alexandria, and 
other exchanges of the world; but I am dealing particularly 
with the contracts-of New Orleans and.New York. I am speak­
ing of the custom now: That is not exactly germane to· the 
point, except to sho.w the contract and how we got into . our 
present condition. 

At that time the seller would sell on the basis of middling, 
and ' he had a right to deliver arry one of 82 different grades of 
cotton. Assumillg the price of middling was at 20 cents a 
pound, and if the seller delivered ·you below-middling, yorr would 
get a discount. At that i:ime the difference was fixed by arbitr;a; 
tion through the exchanges. If a different grade·than middling 
were tendered and the seller and the buyer could not agree on 
the price, an arbitration would be ordered -and . they would fix 
the price of that grade; and' that is what you would have to 
settle at. That was the custom. I am trying to show-how nat­
urally we got into this condition and how unreasonable it was. 

Mr. ASHURST. What is the reason why they did.not·.change 
their contracts an<L instead of saying on the basis of middling, 
simply saydng middling?. 

Mr. DIAL. r will come to that when I come to the present 
law. The custom is not germane now, except · to , show the hiir 
tory of the thing: 

Mr. ASHURST. Very well. 
Mr. DIAL. That was the custom. Un:fortmrately, our-people 

did not get it changed for many years. The Sooth complained 
most bitterly. we app,ealed ' to Congress and had bills intro~ 
duced from 1884. to 1914 before we could' ever get· that custom 
change~ 

Mr. HITCHCOCK: Will the Senator explain why the South 
objected to that custom.? 

Mr. DIAL. The South objected to the custom because of tlie 
inequality of that character of contract. If the Senator will 
allow me, l am trying to help the grower of cotton, but not In 
a _ demagogic way. I do not ask for favors for any class of ·my 
constituents, but I am.._ trying to have passed an - honest, fair, 
eq1,litable, just, and mutual law. I do not ask for any- favors 
for any class. They submitted to it because they could not 
help themselves. ff you· can help the grower of-cotton, then. the 
exporter, the mill, and- everybody else will regulate themselves 
accordingly. But the poor man who grows the cotton can not 
help himself. I do not ask Congress to favor him, but I say 
we have no right to keep a dishonest, one-sided law on· top- of 
him. 

My contention is this: Tliat the price of that· ftrture contract 
controls the price of the spot cotton. Unquestionably that is 
so; -not absolutely in every case, but that. custom prevailed 
over the worm: As the future contract goes up or down, the 
price of spot cotton. goes up or down. I ask Senators to get 
this in their minds. The· interests of the grower of. cotton and 
the buyer of contracts are identical. They both~ want the price 
of cotton to go up, of course. The man who sells the contract; 
who is called the " bear," wants the contract to go down: He 
does not care anything abont the price of spot' cotton, but -he 
wants to run the contract down. 

You naturally say; Why does he care anything about the 
contract if he has sold it? Wllat-has · h~ t o do with itT rs he 

not out of it'? No; he did; not' have any cotton to · sell. He 
merely sold-a contra:ct, and be expects- to bUY' the contract in; 
Therefore he wiil do-· everything in his -1rowe1• to put the price 
of"the-eontract4down. He-win use~everyrargument in the world 
to get the price of the contract down, and when the contract 
goes-· down: the price- of ' spot cotton goes down in sympathy 
With it 

Thnt is what · I anr complaining about. Therefore that coIF 
tract ought to be an· honest -contract;- it ougp_t· to be a • mutual 
contract; it · ought to be a contract like- any other contract in 
the wortd, specifying exa'Ctly what you- are · trading in; and 
th:en the·verrdor should be required to deliver\Vliat· he · speeifi:e~ 
But that is-·whar has not been done; or was ' not done· before 
this • custom went our of· vogue; and is~ not" being' done no-w.-

We- from 1 the• South appealed to · Congress for ·30 years, and I 
say, to1 the- dlsgrace-: of 'Congress, they' turned1 a deaf" ear to the 
South and allowed that nefarious custom to prevail and to 
control the price •of cotton affthe while. 

About · two weeks ago ·a cotton buyer · came to my office here 
ill the city.- and said that r was· absolutely rigp_t in trying to 
get this corrected. He said' that old custom· was-so outt·ageous 
that they-would tender what we would call 11 dog-tail " cotton, 
cotton that-was not spinnable, cotton hardly marketable. They 
would tender that on· a contract. I will not go :into. details, as 
it fs · not necessary to do· that, but he said he knew of men­
and I knew them and· I knew of the transactions before 1914-
who thought -they would ·buy· contracts: and demand delivery of 
cotton and· see what they would get, and tliey did ' demand 
delivery: They made· up a pool and· shipped cotton from New 
York to South Carolina, and they· could · not spin it in the 
cotton mills: This buyer told me that they kep_t some or that 
cotton in their warehouses,-- and they could not get rid ! of it; 
and he bought tlie cotton for- a· waste mill and used it in a 
waste mill. If Senators are interested, I would~ be very- glad to 
give the- names mid all about · the· contracts-. That · kind of a 
deal would depress the price of the commodity. 

l\lf'. HITCHCOCK. I understood that the Senator and the 
South gene-raily objected to the old custom. 

Mr. DIAL. We· did. We begged Oongress, to correct it 
l\fr. HITCHCOCK. Finally legislation was passed, was it not? 
Mr. DIAL. Yes. 
Mr. HITCHCOCK. And now the Senator is · objecting_ to the 

legj.slation? 
Mr. DrATI. No; I want to have it amended. The legislation 

wa:s one of· the· best laws th-at was ever passed for the South: 
n helped them wonderfully. I am· coming· to that. I just 
wanted to silow·how we..inherited ' this proposition. We •did not 
create it, but-we-were born in it. We conld'not·help it It was 
there-at our birth, and it ·was fastened upon us. We appealed 
to Congress: We did ' all that poor, suffering; downtrodden 
p_e·ople could do, and I say; to the.,shame of -Congress, not that 
r think- Oongress would then, and' r know they would· not now, 
legislate against us knowingJy, but I must compJain· of'tbe indif· 
ference of Congressmen orr this question. Senators .rise· here and 
ta:lk about trying ta help foreigp.ers, and 'this; that; and th'e other, 
and spend '. a great deal of time in long· speeches, but when it 
comes down to a business proposition- they do· not want to sit 
down around a tab1e and' study it out and find a remedy. That 
ls what I · am complaining about 

If' the Senator fronr Nebraska wm ·give me· his attention, we 
inherited this nefarious practice of the seller selling on the 
basis of middling and having. the right to deliver any one of-32 
different grades of cotton. 

My father was· a successful farmer; and he complained until 
tlie day of his death-be died before-1914-that the· exchanges 
kept ·a lot of dog-tail cotton oir hand, and therefore d~pressed 
the p_rice <>f the contract ; hence· depressed the price of his ·actual 
cotton. n Senators will ex::cuse me for saying it, he was the 
right kind of a farmer. He made his · living on his farm and 
was self-sustaining_ and did not have to go to the Government or 
ta the banks to borrow money 

Of course, we need funds at certain times to help us- over 
hard places, but· it is frequently· an injury· to men to borrow 
money. If-' I had not borrowed a little in 1920 I would have 
been· better off to-day. 

Mr. HITCHCOOK: rs the Senator going to indicate- what 
the legislation was and why he wants it changed? 

Mr. DIAL. I am coming· to that.' Ai3 Judge Watts, on the 
bench of South Carolina, would say, that is "the milk in the 
coconut." 

I want to say here that I accord to the framers of the pres­
ent law· every praise. It was perhaps- the best they could clo at 
the time: Senators can see how we were suffering_ bt!f ore. 
They -cut out 12 grades of' tliis off-'grade stuff, whlch was non­
tenderable,- and the law made 20 grades- tenderable on a con-
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tract. Then later Congress cut out 10 grades more, and the 
iaw to-day provides that 10 grades shall be tenderable on a con­
tract, instead of the old custom of 32 grades tenderable on the 
contract. Therefore Sena tors can see they improved it won­
derfully. 

I am afraid some of those gentleman think that that was a 
piece of perfection and that that legislation ought to stand for 
all time. It did help a great deal and they passed a good law, 
but they had two sections in it, which I will explain in a min­
ute, which should be changed. They have no right to resent an 
f).ttempt to amend that law. The original Constitution of the 
United States was a pretty good piece of legislation, but it has 
been amended, and I say with all reverence I believe if our 
Saviour had lived longer in the flesh the New Testament would 
have been added to. But some of our friends from the South 
think it is almost sacrilege to come here and say anything 
against that legislation. 

Section 5, let me say to the Senatol' from Nebraska, pro­
vides that the seller of the contract has the right to deliver 
any one of 10 grades on the contract. You still buy and sell 
the contract on the basis of middling, but the seller of the 
contract has the right to deliver any one of 10 grades on the 
contract, as he sees proper, or mix it up and give you some 
pf all the 10 grades. That is where our good friends, the 
legislators, "slipped up," to use the common street parlance. 

I now call the attention of the Senator from Utah [Mr. 
KING] to the fact that under this present law they have only 
10 grades tenderable on the contract. The contract is still 
made on the basis of middling. You do not buy middling, 
you understand, and that ls where the trouble comes in. 
You buy on the basis of middling. You put up your money 
on the basis of middling, but the seller of the contract has a 
right to give you any one of 10 grades, or mix up all the 
10 grades, as he sees proper. 

Mr. KING. Mr. President, wUl the Senator yield? 
1\fr. DIAL. Certainly. 
Mr. KING. I would like to know the Senator's view as t<J 

the power of Congress to go into the States and provide the 
kind of contract that may be written between the grower of 
agricultural crops and the purchaser of agricultural crops. 
Where is the authority? Is it under the interstate commerce 
power of the Constitution? 

Mr. DIAL. It is. 
Mr. KING. It seems to me that it is no business of Con­

gress to say what kind of contracts shall be entered into 
between the grower of cotton and the purchaser of cotton, or 
the kind of the grades that may be classified in a certain 
category. It is not the business of Congress to say that I, 
if I buy· a certain grade of cotton, shall be compelled to 
take some other grade. It seems to me when Congress seeks 
to interfere with the making of contracts between the vendor 
and the vendee it transcends its authority and its act ls un­
constitutional. 

Mr. DIAL. The Senator ls a great lawyer, but he does not 
know the facts. He did not buy a particular kind. The pur­
chaser signed the sliding contract. The law could not change 
that. We were not wanting to come to Congress. We appealed 
to the State legislatures before 1914 and every Southern State 
pas ·ed a law on the subject, called the antibucket shop law. 
But the States were incompetent or powerless to cope with the 
evil .and, therefore, we thought it better to have a national 
law, and we did appeal to Congress then. It was thought 
at the time, as the Senator said, that Congress would have 
no jurisdiction of the subject matter, but things have been 
creeping to Washington and crowding Washington pretty strong, 
ab orbing or assuming jurisdiction where we did not have any 
here, and it is now pretty well admitted that Congress has a 
right to govern the subject of legislating on the subjects under 
three clauses of the Constitution, first, the interstate commerce 
clau e, second, the Post Office clause, and, third, the taxing 
power clause. That matter has been pretty well adjudicated 
by the courts. 

So we were glad to have Congress take care of it because 
of the iniquitous system in operation on the cotton exchange. 
They sell these contracts on the exchange and they flash it 
by wire over the country, and that quotation fixes the price 
of our actual cotton. Therefore, we tried to get an honest 
contract, a fair contract, and let it represent the actual value 
of the cotton. 

Now, that shows some of the history of the matter. The 
framers of the present law did well. They improved the 
situation considerably, but unfortunately they put those two 
sections in the law. If they had not put section 5 in the law, 
but had let section 10 stand, which specified the grade, that 
would have been perfectly well. But unfortunately the New 

York Cotton Exchange never sold a single contract under 
section 10 and would not deal in that way. They will not make 
a ·contract specifying the particular grade of cotton. 

Mr. STANLEY. Mr. President--
Mr. DIAL. I am glad to yield to the Senator from Kentucky. 
Mr. STANLEY. Is the Senator advised-I am not-as to 

whether any Federal legislation on this question attempts to 
govern contracts affec1;ing the sale of cotton except in interstate 
transactions? 

Mr. DIAL. This particular law was based on the taxing 
power. They tax certain contracts, but they exempt everything 
else. It was not the object to raise revenue, to be candid but 
it was for Congress to get jurisdiction of the subject m~tter. 
I think it could as well have been put under the postal clause 
as under the taxing clause. The particular law to which I 
have referred is based on the taxing law. 

Mr. STANLEY. Is there a Federal tax on these contracts? 
l\fr. DIAL. Yes; but they exempt pretty much everything. 

It was just to get jurisdiction. 
Mr. KING. Does the Senator have in mind the decisions of 

the Supreme Court dealing with the question? 
Mr. DIAL. Yes. If the Senator will read the speech of Mr. 

Francis G. Caffey, who was solicitor for the Agricultural De· 
partment in 1914, he will find it a most interesting speech 
which goes into all the details of the subject. He is a very 
fine lawyer, located now in New York. 

Mr. KING. Yes; I know of Wm. I am speaking of the deci· 
sions of the Supreme Court of the United States. 

Mr. DIAL. Yes; that is what I refer to also. 
l\lr. KING. Where will I find the speech 1 
Mr. DIAL. It will be found in the Agricultural Department, 

or my office will be glad to furnish it to any Senator who will 
telephone for it. 

What I am complaining about is the indefiniteness of the 
contract. It is abnormal. There is no law, there is no custom 
1n the world, that authorizes the seller of a commodity to 
select the quality for the purchaser. A.ny. contract made on 
that basis necessarily depreciates the value of the commodity. 
Anyone can see how unjust it would be. To give a very plain 
illustration of the way it works, suppose the wife of the 
Senator from 'Utah told him to stop by the drygoods store this 
afternoon and bring her a spool of thread, No. 60 white. She 
had a fine needle on the machine, and was making a fine dress 
for the baby. The Senator would go to the store, and the 
clerk would say, "Yes; we have No. 60 white thread, all right, 
but you must take No. 10 white. It is good thread. We are 
the sellers, and under the cotton law we have the right to 
select the quality for you~ and you must take that home. We 
are allowing you that at a discount." But the Senator does 
not want that particular quality of thread at all. It is not 
suitable for the particular use. But under the cotton law he 
is required to take it. 

I beg Senators to bear in mind that there is no use having 
any prejudice against the cotton mill. There is nowhere else 
for our cotton to go but to .the mills. We can not eat it. We 
can not wear it until it has gone through the mill, and the mills 
purchase in the open market in competition with the world. 

Our friends out West have a little prejudice against the 
people in the East along that line. But there is no mill built 
where one kind of machinery can use the 10 grades of cotton. 
Certainly they could not do it advantageously. A mill is built 
to manufacture certain grades of cotton, and the other gr~des 
of cotton can not be used in that mill. It is necessary to have it 
all of one grade or of kindred grades of cotton. Therefore the 
contract I am discussing is not useful; it is abnormal. No 
man would pay. as much for a contract when he would know 
that the other man had the right to give him any one of 10 
qualities under the contract. 

Some of p:iy good friends from the South have said to me 
that it is unkind to growl about the , contract. They say, 
" When one bought the contract he knew that bis rights were 
not equal with the seller, and hence he did not pay as much 
for the contract as he would have paid if he had known what 
kind of cotton he was going to get. Therefore he got a dis­
count and ought not to kick." Now, that sounds pretty reason­
able and that, to be candid with the Senate, flabbergasted me 
a little bit, if I may use tbe term. But that is erroneous rea­
soning. He bought it at a discount; that is true. It is argued 
that if he bought it with his eyes open he ought not to com-
plain. · 

Mr. KING. Caveat emptor! 
Mr. DIAL. That is right; but here is the trouble about that. 

Here ls a way to illustrate that. I am not complaining about 
the purchaser of the contract. He bought it knowing that the 
chances were against him and that the other fellow had his 
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cards marked, and so he ought not to complain. But here ls 
what I am complaining about: The future market fixes the 
-price of the spot market, and when that quotation goes out 
it fixes the price on the platform down in my little town and 
'everywhere. It is like this r 

I say, " Senator, you are a wheat man? " " Yes l I am sell­
ing wheat." "I would like to buy a thousand bushels and take 
a little chance with you on a contract. What is the price?" 
'' Seventy-five cents per bushel." "That is pretty good t a little 
cheaper than I thought. Here is my check." "Wait a minute, 
now. I am only selling 3 pecks for a bushel." "I did not know 
that. I thought it was a little cheap. I thought wheat ought 
to be about a dollar a bushel/' "I am selling -3 pecks for a 
bushel." 

Now, the Senator and I would understand e~ch other. I 
would be buying that wheat with my eyes open. We would be 
at arms length with each other. That is our little private 
transaction and nobody else ought to have anything to say about 
it. But what I am kicking about ls that when it goes out in 
the afternoon paper that wheat was bringing 75 cents a bushel 
and that fixes the price of Jim Jones's wheat, who only raises 
49 bushels and sells 4 pecks for a bushel and who knows noth­
ing about this exchange dealing, then he is hurt and he ls the 
man for whom I am complaining. The contract ought to 
be an open contract. It ought to be a mutual contract, a spe­
cific contract. It ought to be a contract representing the actual 
commodity, like every other contract in the world. 

The quotations go down to my little town in the morning at 
10 o'clock. I have some cotton in the warehouse myself. I 
say to the buyer, "John, I want to sell my cotton." "All right. 
What do you want?" "I want 28." "You are out of line. 
Here is a quotation for January cotton in New York, 27 cents 
a pound." Tl10se quotations are all over the South every day 
in the year, from 10 o'clock in the ·morning until a o'clock in 
the afternoon. I look at the quotation and I say, "I want 28 
cents." "But you ask more than the contract for the actual 
cotton in New York." 

Now, that quotation is a lie, to use plain English language. 
I do not say that in a vicious way, but it is a falsehood ; it is 
a misrepresentation; it ls spurious. It is true if you can get 
your telegram there quick enough and your margin in the bank 

tou could buy that contract at that price, but it is also true that 
ou have not bought any particular grade of cotton. You have 
ought on the basis of ·middling cotton, and the other fellow can 

give you any other grade of cotton he wants to. They use that 
to deprive our people of a large proportion of the value of every 
pound of cotton they raise. It depresses the market and it 
hurts us in our buying power. It cripples all the people in the 
United States. It takes cotton out of the United States at less 
price than it should bring to other countries of the world, and 
they compete with us. 

Mr. ASHURST. Then why does the Senator sign that kind 
of a contract? 

Mr. DIAL. Exchange members will not trade in any other 
way. 

In 1920 we raised in the United States less than 13,500,000 
bales of cotton. On the New York and New Orleans exchanges 
alone in 1920 they contracted for over 128,000,000 bales of cot­
ton. I am talking about the man who is not a member of the 

. exchange, the man who never bought or sold a contract in his 
life and who knows nothing about an exchange, the honest man, 
the toiling man, who works on the farm and who raises per­
haps only 10 or 15 or 20 bales of cotton a year. 

l\1r. ASHURST. Would not the Senator desire a law to pre-
vent fictitious sales? . 

l\fr. DIAL. Yes; and I am coming to that in a moment. I 
want to get the idea into the system of the Senator from Ari­
zona and into the system of every Senator present; and· I 
do not care whether he listens to what I am saying or not, if 
he will just go over the proposition in his own mind and in 
his own way and- not be influenced by what I may say or by 
anything anyone else may say. Senators have the brains and 
the ability to make their own decisions on the question, and 
that is all I ask them to do. They do not need to know cotton 
or ever to have seen a bale of cotton in their lives or even to 
know anything about the cotton-future contract, but they can 
take the principle of the thing and see that here is a contract 
that allows a man to sell according to sample, to wit, accord­
ing to middling. Then the law allows that man to change, to 
deliver some other grade under that contract. 

Suppose there were 10 pocketknives over there on that table 
and a Senator made a contract to buy one and the seller had 
the right to select any one of them he wanted and deliver it, 
the Senator would not pay as much for that kind of an open 
contract as he would for a specific contract. More particularly 

is such a pi·actice inappropriate when the commodity has to be 
used in machinery. The buyer will get some kind ·of good cot­
ton, but he win not get the kind that he can use. 

It has been suggested that if a man buys a contract he takes 
a chance on it and he ought not to complain. I am not caring 
anything about those who buy the contract, if we could keep 
them from affecting the price of spot cotton, whether they pay 
10 cents a pound or 20 cents a pound or 49 cents a pound, but 
when that quotation goes out to the public I want it to be an 
honest quotation, a mutual quotation, one which will represent 
the actual commodity. That is what I am trying to get at. 
It is analagous to the case of wheat. 

It is said if the man sells a contract and the buyer knew he 
had no choice under it, he ought to sell out the contract or 
take whatever is delivered. My good friend the Senator from 
Louisiana [Mr. RANSDELL] says: "Even if some other kind of 
cotton is delivered, you have obtained it at the market price. 
Will a man complain if he has to take something at the market 
price? " He said to me, " You are the hardest man to satisfy 
I ever saw." Let us see about that. I was again flabbergasted 
for a little while, bnt here is the fallacy of it, as I have indi­
cated to the Senate heretofore. 

I would not give $2 for a pair of brogan shoes ; I do not want 
to wear brogans. They may be worth $2, and some people will 
pay $2 for them; but they do not suit me; and I do not want 
to go out and sell somebody a pair of brogans. Neither does 
the man who needs one grade of cotton want to take another 
grade and hunt up a purchaser for that other grade. He can 
not use it and he can not export it, but he has got to pay for it· 
and it takes a heap of money. The buyer has to pay storag~ 
charges and insurance ; he has to take all the risk ; he has got 
to run the risk of the cotton being burned up, and all that 
sort of thing. Therefore the man who has bought the contract 
does not want to take some other cotton even at the market 
price. When a man goes to a tailor and has a suit of clothes 
made and they fit him all right, he settles up with the tailor; 
but suppose the suit of clothes does not suit him, does not come 
up to specifications, does the tailor say, " What are you growl­
ing about? Pay me what you owe. They will fit somebody else. 
I made -a mistake in making them for you; I slipped up on my 
measurements; but you get them at the market price." That is 
the proposition. 

However, Mr. President, that is not the main point of my 
argument. Here is what I am talking about: When that cotton 
quotation goes out on the market, that false quotation fixes the 
price of the cotton of John Smith, who has raised 13 bales of 
cotton, and he can not help himself. I want that quotation to 
represent the actual cotton. 

It is asked, " What are you kicking about? Did you not get 
the market price"? The point ls, however, that the market 
price would have been higher if it had not been for this in­
equality in the contract. I hope Senators get that, for that is 
the gravamen of my argument. On account of the inequality 
in the contract, nobody will pay as much for that kind of con­
tract as he would for a. contract that specified the identical 
grade. 

l\fr. KING. Mr. President, as I understand tl1e position of the 
Senator it is that the contract has so much flexibility that it 
permits compliance with it upon the part of the man who sells it 
by delivering a grade of cotton less valuable perhaps than that 
which the purchaser desires. 

Mr. DIAL. It might be more valuable and yet not be the 
kind that he desires. 

Mr. KING. But, at any rate,' it is flexible, so that a great 
many grades may be sold under that particular contract? 

l\fr. DIAL. Exactly. · 
1\Ir. KING. So that, for lllustration, if I should buy a con­

tract, I have got to take into account that I may not get the kind 
of cotton that I desire. I may have foisted upon me an in­
ferior or a lesser grade ; and if I claim damage, that controversy 
is to be adjusted by some instrumentality set up ·by the ex­
change? 

Mr. DIAL. Formerly it was adjusted by the exchange. The 
law, however, was changed. The law now provides that It the 
seller of the contract does not tender middling cotton but tenders 
some other grade, and he and the purchaser can not agree upon 
the price of that other grade, then they would submit the matter 
to the Secretary of Agriculture. That was flabbergast No. 3; 
that bothered me. I could not go back on the Secretary of Agri­
culture. So I thought "That is mighty nice," and I studied over 
it some. I am not very quick to anger, and so I endeavor to get 
my bearings on that proposition. 

I thought the Secretary of Agriculture would fix the price, 
!llld that would be pretty goou, for he would not be against us 
farmers. That, however, is not the law. The Secretary of 
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Agriculture does not fix any price, bnt he merely ascertains 
what the price was in the markets. So he wires to 10 " spot " 
markets and finds out what the particular grade of cotton was 
bringing on that day. Then he adds up the prices quoted and 
divides them by 10 and says the result of that process is the 
price at which the contract must be settled for that othe1· grade 
of cotton. There is no virtue in saying the Secretary of Agrt­
culture should do that. I have no ill will against the Secretary 
of Agriculture; he is a fine gentleman, I think, but we had 
just as well say that the stenographer of the Senator from 
Utah [Mr. KING] could do that. The Secretary of Agriculture 
had no right to change the price; he merely ascertained what 
was the price in the "spot " market. 

What I am quarreling about, if the ministers will excuse 
me-and I almost feel like swearing [laughter]-is that the 
cotton would have brought more if it had not been for the 
unjust contract. They auction the contracts off all the time; 
it is an auction proposition. The auctioneer asks, "What will 
you give me? Going, going, going? " That fixes the price for 
the poor devil out yonder plowing in the rain ; and he is the 
mun in whom I run interested. The injustice in the contract, 
the inequality in the contract, is what I am complaining about. 
I have no complaint about those who play the contract; that 
does not bother me at all, but I do say, and I ask Senators to 
remember-and_ this is the main burden of my song-that the 
spot cotton would bring a higher price if that contract did not 
control the price and were not on top of the price. If the 
contract could be separated from its effect on the spot cotton~ 
I would not so much care. Then they could dance and sing and 
play and gamble and raise all the Cain they want to on the 
exchange. 

l\lr. HITCHCOCK. Mr. President-­
Mr. DIAL. I yield. 
Mr. HITCHCOCK. Whatever the form of the contract is, the 

exchange price will fix the price all over the South? 
Mr. DIAL. Almost absolutely. 
Mr. HITCHCOCK. And the point of the Senator is that this 

form of contract tends unnaturally to depress the price all the 
time? 

l\Ir. DIAL. Absolutely; because of the discrimination in the 
contract. Suppose I come to the Senator and say, "Senator 
HrrcHcocK, I hear you want to order an automobile," and you. 
reply that you do, and I say, "Very well; I am selling them, 
and I have 10 grades of automobiles, e.nd I have graduated 
pdces." You reply. "Very well." I say, "I have them from 
a thousand dollars up to $10,000," and you reply, "Put me 
down for a certain-pliced machine." Then I come back and 
say, "Senator, I have made up my mind to deliver your auto­
mobile, but I am going to deliver you a Ford," or, in your case, 
I would say, "I will deliver you a Rolls-Royce!' You say, 
" Oh, no ; I do not want that kind of an automobile ; I want a 
Cadillac." But I say, "I am the seller, and under the cotton 
law I have the right to deliver any one of them to you." Would 
you give as much for a contract not knowing the kind of car 
that would be delivered? 

Mr. STANLEY. Mr. President-­
:Mr. DIAL. I yield. 
Mr. STANLEY. There is a provision in the law that if the 

seller agrees to deliver middling cotton. as it 1s called, and he 
does not deliver that cotton but delivers some other grade less 
valuable, then the Secretary of Agricultm·e may determine the 
difference between the grade delivered and the grade promised, 
and the buyer is required to pay that difference. 

l\ir. DIAL. Yes. 
Mr. STANLEY. And the Secretary of Agriculture deter­

mines the difference by ascertaining the value of the spot 
cotton on that day? 

Mr. DIAL. The price of that particular grade of spot cotton 
on that day; that is correct. 

Mr. STANLEY. And that price is as much depressed as the 
price of the grade for which the contract calls? 

Mr. DIAL. That is the idea exactly. 
Mr. STANLEY. I do not know the terms, but, say, a man 

n.grees to buy middling--
Mr. DIAL. There are low middlings and strict middlings, 

1.nd so forth. 
Mr. STANLEY. Then he agrees to buy middling--
Mr. DIAL. The puTchase is made on the basis of middling. 

~hat fixes the price. 
Mr. STANLEY. But the seller delivers low middling. 
Mr. DIAL. He tells you he is going to deliver low middling. 
Mr. STANLEY. Then the Secretary of Agriculture finds 

i»ut the price-
J\fr. DIAL. I will ask the Sena.tor to wait a moment. Sup­

pose I say " I am going to deliver to you low middling at, say, 

a eent less than middling," but the buyer says "No; I will not 
allow that." Then they can not agree. 

Mr. STANLEY. I understand that; and in determining the 
actual loss the purchaser appeals to the Secretary of Agricul­
ture, and the Secretary of Agriculture :finds the price of low 
middling by spot sales on that day. 

Mr. DIAL. On 10 spot markets on that day; that is correct. 
Mr. STANLEY. And the average price of the cotton thus 

ascertained on that day is the measure of the compensation? 
:Mr. DIAL. That ls it; he takes that grade at that price. 
Mr. STANLEY. But, as I understand the Senator the 

standard by which the loss is measured is depressed by the 
same legislative machinery by which the price of the original 
article is depressed? 

Mr. DIAL. Absolutely. The Senator has the proper idea. 
Mr. STANLEY. That is what I wanted to get at. 
Mr. DIAL. That is the idea. Here is the trouble about the 

proposition: There is no limit to the selling; exchanges are 
allowed to sell any quantity they want. Whoever can put 
up a margin may buy or sell. In 1920 we raised in the South 
a little less than thirteen and a half million bales of cotton, yet 
two exchanges alone sold al.mo t nine times as much as was 
ever raised. There are exchanges also in Bremen, Liverpool, 
and other places in the world, and they buy and sell contracts, 
not to help the farmer sell cotton, but they buy these paper 
contracts; they affect our exchanges, and the price thus quoted 
affects the spot cotton in the State of the Senator from North 
Carolina [Mr. SIMMONS] and the spot cotton in my State. 
That is what I am complaining about. .Although I have not an 
amendment along that line, it seems to me there ought to be 
some limitation to the quantity that may be sold. The quan­
tity of cotton that is sold is not in existence and will not be 
in existence in five years, perhaps, yet they keep on selling. 
Whoever can put up a margin ancl sell the longest is going to 
determine the way the price is going. I object to that. Be­
fore a seed is put in the ground the next crop is sold. 

Mr. STANLEY. Mr. President, at that point will the Sen­
ator yield to me? 

Mr. DIAL. I yield. 
Mr. STANLEY. I want to get the attention of the Senator 

from Nebraska [l\Ir. HrrcHcoCK] and also the attention of the 
Sena.tor from Utah [Mr. KING] to this proposition. I am not a 
cotton expert; but following the interruption of the Senator 
from Utah and the statement of the Senator from South Caro­
lina to the effect that the trouble is due to the unwarranted 
intermeddling in a contractual relation between people that 
have plenty of sense and technical knowledge of their own, and 
ability to attend to their own affairs, suppose the pre ·ent law 
should be repealed ; sup_pose the whole statute should be wiped 
out and men were allowed to make contracts to buy and ell 
cotton exactly as they make contracts to buy and sell the cloth 
made from the cotton or to buy and sell the land on which the 
cotton is raised or the mules that plow it, then if a man should 
agree to sell a certain grade of cotton he would either have to 
deliver it or go into a court and pay fair compensation? 

Mr. DIAL. Absolutely. The Senator has come to the solu­
tion of the difficulty. In other words, I will say to the Senator 
from Kentucky, if our people had not inherited this situation 
and Congress should put it upon them, we would have a revolu­
tion if the people of the South understood it. I say, though, 
that I am glad Congress did take jurisdiction, and they pas eel 
the best law they could at that time. 

Mr. KING. Mr. President, ls .the Senator willlng now that 
Congress shall repeal the existing law? 

Mr. DIAL. I prefer to amend the existing law. I will come 
to that in a little bit. We appealed to Congress to take juris­
diction of the subject matter, and we a.re glad that they did; but 
the Congress was inimical, I imagine, to our section of the 
country, and our friends got this law through the best they 
could at that time. Then our friends thought that they would 
deal under section 10 and would specify the identical grade o:t 
the cotton at the time the contract was made, and that would 
be perfect. So far as I know, I would have no objection ln the 
world to that, and that is what ought to be done; but the 
Yankees wern too smart for us. They never have sold one of 
those contracts on the New York Exchange, and but very few 
on the New Orleans Exchange. 

Mr. KING. 1\fay I inquire of the Senator if there are not 
two kinds of exchanges, those that deal in spot cotton and those 
thnt deal in futures? And if there are two kinds of ex.changes, 
does the indictment which the Senator is making cover both 
kinds? 

Mr. DIAL. We have only two main exchanges in the United 
States, one in New York and one in New Orleans. The others 
are mere branches, I think, of those exchanges. 
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• l\Ir. KING. Does the Senator think that, for instance, the 
exchange in Little Rock, Ark., is a branch of the New Orleans 
or the New York Exchange, which deals in futures exclusively? 

Mr. DIAL. No; I am not certain about the Little Rock one; 
but they have one in Memphis and one in Charleston, and I 
think they are merely agents, perhaps, of these others. 

Mr. KING. Do they deal in futures? 
Mr. DIAL. They deal in futures. 
Mr. RANSDELL. Pardon me. The Senator does not mean 

that they sell future contracts, does he? 
Mr. DIAL. Yes. 
Mr. RANSDELL. There are only two exchanges in the coun­

try which deal in future contracts, and they are the New 
Orleans Exchange and the New York Exchange. 

l\Ir. DIAL. Yes; but they have branches all over tbe coun­
try. They have branches here in Washington, and they have 
branches in Greenville, S. C., and they have branches all over 
the country. These two exchanges fix the price of cotton. 

Mr. RANSDELL. They may possibly take orders. I sup­
pose the Senator could take orders here for a firm in Paris, to 
buy cotton or anything else, but he would hardly call himself 
a branch of a Paris firm. All the exchanges in this country ex­
cept New Orleans and New York are known as spot exchanges, 
and if they get an order from some of their customers for a 
future contract they certainly have to send it to ·New Orleans 
or to New York for execution. They could not execute it. 

Mr. DIAL. Very well. I do not know of any exchange 
which makes a future contract for a specific grade of cotton. 
The figures show that New Orleans did make a few, but I am 
told by the Agricultural Department-and I investigated this 
thing thoroughly-that New York had never made a single 
future contract specifying any particular grade of cotton. 

Mr. KING. But they deal in futures? 
Mr. DIAL. They deal in futures. That is their business. 

They do not deal in anything else. 
Mr. KING. Has not the Supreme Court of the United States 

held, with respect to those contracts which deal in futures, 
that they are unenforceable? 

M:r. DIAL. No; they held just the other way. 
Mr. KING. That they were gambling contracts? 
Mr. DIAL. No. I never read one of these contracts; but I 

am told that you sign a statement that you are prepared to 
take the actual cotton, and the Supreme Court held that where 
that is the intention of the parties the contract is binding. 

l\Ir. KING. Has not the Supreme Court of the United States 
held, with respect to some of these cotton contracts, that they 
are so speculative and partake so much of the element of 
gambling that they are not enforceable? 

Mr. DIAL. I think they did some time ago ; but later they 
fl.mended the form of the conh·act, and if to-day you or I were 
to sign one of these contracts it would be in the contract that 
we expected to take the cotton. I do not h.'"Ilow the wording of 
it exactly, but the idea is that they intend it as an actual 
transaction, to be delivered, and the Supreme Court held that 
it is valid. 

Mr. KING. Is the Senator willing for these exchanges to 
sell cotton or contract to sell cotton that they do not have and 
can not deliver? 

l\lr. DIAL. I will come to that in a little bit. 
l\lr. OVERl\I.A..l~. l\Ir. President, the court has repeatedly 

held that this kind of contract is a species of gambling and is 
unenforceable. 

Mr. DIAL. They have been recovering judgments on them. 
l\Ir. OVER~1AN. i: have had cases of that kind and lost out 

on them-$26,000 in one case. 
?!Ir. KING. Why do they not close up the exchanges if they 

are engaging in a species of gambling? 
l\Ir. OVERl\lAN. That is what ought to be done. 
l\Ir. DIAL. Anyway, I know there have been some decisions, 

and I think they have Yaried; but I think they amended the 
form of the contract later, and the court held that that would 
stand. They collected some debts, I know, in my State, and 
got judgment against the debtors where they sold out contracts 
anrl there was a deficiency in the contract. 

::Ur. SI1\1MONS. l\lr. President--
1\lr. DIAL. I yield to the Senator. 
Mr. SIMMONS. I should like to ask the Senator whether 

the Supreme Court did not hold that a contract which did not 
require specific performance in the delivery of the cotton con­
tracted was unenforceable? 

l\Ir. DIAL. That is correct. They held that. 
Mr. SIMMONS. Then, did not the exchanges change the 

form of their contracts, and are tl1ey not now selling under a 
contract that does stipulate for the actual delivery of the cot­
ton upon the demand of the buyer~ 

Mr. DIAL. That is my understanding; and the party has 
the right to get the actual cotton, to deliver the actual cotton. 
I think the courts have held that that is all right; that is a con­
tract; but what I am kicking about is the indefiniteness in the 
contract. 

Mr. SIMMONS. And under the conh·act the actual delivery 
of the cotton can be enforced? 

Mr. DIAL. That is my understanding. 
Mr. SIMMONS. I understand that the Senator trom South 

Carolina is now claiming that while the contract is made upon 
the basis of middling, under the contract the seller has the 
right to deliver in satisfaction of that agreement any cotton 
within 10 grades. 

l\fr. DIAL. That is correct, under the law. The law fixes 
10 grades now. He can give the purchaser some cotton of all 
grades. 

l\Ir. SIMMONS. Now, I want to ask the Senator this ques­
tion: Does the Senator propose in his bill that the contract 
shall specify that none but middling shall be delivered under 
that contract? 

Mr. DIAL. Oh, no. I will come to my bill in a little bit. 
I had not gotten to that point, but I do not provide that at alL 

Mr. SIMMONS. I understand, under the present law, that 
whlle the contract is upon the basis of middling the vendor can 
deliver any of 10 grades of cotton in satisfaction of that 
contract. 

l\Ir. DIAL. That is correct; at a discount below middling 
and a premium above. 

Mr. SIMMONS. And he pays either a discount below or a 
premium above. 

Mr. DIAL. That is correct. 
l\Ir. Sll\fl\IONS. My understanding of the Senator's amend­

ment-and I am going to ask hlm if I am incorrect-is that his 
bill would allow the same sort of contract to be made, but it 
would require that the delivery, instead of being extended to 
10 grades, shall be limited to 6 grades of cotton. Arn I cor­
rect about that? 

l\lr. DIAL. No; the Senator is not correct. 
Mr. SIMl\lONS. I should like to ask how many grades of 

cotton may be delivered? 
l\Ir. DIAL. Ten. I do not interfere with the present law. 
l\fr. SII\11\IONS. The seller can deliver within 10 grades? 
l\Ir. DIAL. He can deliver within 10 grades, but I want to 

segregate the grades ; group them. I will come to that in a 
little bit. I have no objection to extending the number of 
grades that are deliverable, but you must separate the grades 
and have them in separate contracts. The West, beyond the 
Mississippi River-they have not very many mills out there-­
think that the East gets the advantage- of them in some way. 
although that is erroneous, in that they can not tender other 
gra<les below the tenth grade. We need not go into the names 
of them here-strict middling, and low middling, and middling 
tinges. It is confusing. Just say 10, you can not deliver 
on contracts below the tenth grade, and they think that is un­
just. I should have no objection to making 12 grades tenderable, 
if you want to, but you must separate the grades, and be more 
specific in your contracts. My complaint is about the indefinite­
ness in the contract, and my remedy is to make it more definite. 
I will come to that in a little bit; but I was trying to get my 
good friend the Senator to see the wrong first, and see how we 
got into that wrong, how natural it was, and how we uninten­
tionally and unknowingly and ignorantly got into this propo­
sition, and how helpless we have been all the time, and how 
we appealed to Congress and begged and besought Congress to 
gh'e us relief, aud they have not done it. Then I will come to 
the remedy, and the remedy is very simple, I think. 

I think I have inoculate<i the 8enate pretty well with the 
wrong in the contract and have shown that it is a de1)l'eciated 
contract, thereby depressing the price of the actual cotton ; and 
the man who produces the actual cotton is the man I am com­
plaining in behalf of and trying to help. Furthermore, Senators, 
the injury of the proposition is that when maturity day is ap­
proaching the owner of the contract may need a particular 
grade of cotton in his business, but not knowing within 10 
grades what he will get he almost universally sells out his con­
tract. Therefore that mak~s the market top-heaYy. He will 
not stand up and demand delivery, because he does not know 
what he is going to get. Hence he would prefer to sell out and 
pocket the loss. No man ever bought a future contract unless 
he thought it was at the bottom and would not go any lower 
and bought it at an auction price, dirt clieap. When maturity 
day is coming, if he knew what he could get, if the price of that 
contract was not satisfactory to him, instead of putting it on 
the market and thereby depressing other contracts and putting 
the price of cotton down, he would say: "Give me mr actual 
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cotton." This contract, however, ls of no account for a cotton 
mill and is of no account for an exporter, and they are the 
only two people tba t use cotton. 

What I am trying to get is such a contract that an exporter 
can stand up and say: " Give me my cotton under my con­
trac.t "; or a mill can say: " Give me my cotton under my con­
tract." I am told that an exporter, if he gets an offer for one 
grade of cotton, under the cu.st om of the trade can fill it in 
either of two contiguous grades, but he can not skip down to the 
seyenth or eighth grade. He can use kindred grades of cotton. 
.That is what I am trying to get at. I am trying to make the 
contract specify what is to be delivered under it, just as you 
would if you were buying books, pocket handkerchiefs, chairs, 
or any other commodity. This law i·everses the laws of common 
sense, it reverses the laws of merchandising, lt reverses the law 
of all kinds of decency in trade, and we can not stand it any 
longer. 

Now, Senators, I come to the remedy. Then my next head 
will be the objections to the remedy, and I will try to cover 
the situation as best I can. I shall be very brief. 

l\Iy amendment has been mixed up with one that was intro­
duced by former Senator Comer, of Alabama. Senator Comer 
proposed an amendment, to wit, to let the purchaser of the 
contract have a right to take one-half of the quantity. in mid~ 
dling and above middling, the seller of the contract to select the 
other half. In order to be brief, with all due deference to 
Senator Comer-I apologize to him; he is a great business man, 
and I believe a conscientious, honest man, trying to get a 
better price for the farmer's cotton-I told ·him that his bill 
was in the right direction, but I thought he annulled some of 
the benefits that were to be derived thereunder. I requested 
him to say, let the purchaser select half of the quantity, and 
let the seller select the other half; but he did not do that. He 
said he had a reason for it. My objection to it was that he 
limited the purchaser to taking middling cotton and above 
middling, whereas the purchaser might want below middling. 
Therefore, he meant well, and that would have helped the price 
of cotton, and would have helped the farmer to some extent, 
but he annulled a good deal o.t the benefit of his amendment. 

For Instance, a coarse-goods mill would not want above 
middling. They would want coarse cotton; and if they had a 
contract, and if the contract , was so low that it did not suit 
them, they would necessarily sell out. If, however, they knew 
they could get cotton below middling suitable for their use, if 
the price of the contract did not suit them, they would say, 
"Give me my cotton." Under Senator Comer's proposition they 
could not get below middling; they would have to take above 
middling, and that ls unsuitable for the u.se of a coarse-goods 
mill, for making denims, duck, and a few things like that, sheet­
ings, awnings, and so forth. 

On the other hand, take a print-cloth mill ; they do not want 
cotton under middling, and they want, say, above middling of 
a suitable grade. Anyway, Senator Comer's bill passed the 
Senate. I helped him. I thought it was on the right track 
and would help the farmers some. It passed the Senate and 
was killed in the House. 

At that stage, in 1920, being greatly interested in trying to 
help my people, after Congress adjourned I went to the Agri­
cultural Department, and they brought in ·all their experts, and 
I told them to get around the table and let us talk this matter 
over. 

I said, " Now, In order that we may understand each other, 
let us brush the cobwebs away. Why were you opposed to 
Senator Comer's bil1? I know you were opposed to it. But 
I want to see if we can not get our minds together." They 
said, "Senator DIAL, the objection to Senator Comer's bill was 
this : If the purchaser of the contract had a right to select 
one-half the quantity 1n middling and above middling, he 
would select all that half in middling fa.ix, and there was not 
much middling fair grown, and then he would call for the 
actual cotton and he would corner the market, run the price 
sky high. There would not be enough of that kind of cotton 
to go around, and he would run the price up and they would 
have to settle with him at an exorbltant price." 

I said, " That is true. I know th.at. I nm not trying to break 
the exchange. I am not trying to corner the market." 

The reason I helped Senator Comer was this: I can not 
see as much sin., as much wrong, if wrong there be, in letting 
the purchaser select one-half and thereby run the price away 
up-which would help bring up the price of the other grades, 
1n sympathy-hence the price of all cotton would be higher. I 
can not see as much wrong in doing that under the present 
law, I will say to the Senator from Kentucky [Mr. STANLEY], 
as letting the seller select the whole quantity, and keep the 
price at the bottom. It is inequality, thereby injuring the 

pr~ce ~f spot cotton. Now, gentlemen, what do you say to 
this: I do not want to corner the market, up or down." 
Let the purchaser select one-half of the quantity of the co!lr 
tract-I say to the Senator from Utah [Mr. KING]-and the 
seller the other one-half, but in order to prevent a corner up 
or down, make them divide it equally between two grades 
Then you get kindred cotton, and you know to an extent what 
you are doing. I knew that was not the best solution of the 
proposition, but it was a compromise, and that was as much 
as I thoug~t I could get through the Senate at that time. I 
did not believe there would be a breath raised against that 
solution. 

My objection to 1t was, because the purchaser could then use 
the half he would select, but the ·seller might select his 
half in something the purchaser could not use. Therefore that 
contract would not be at ns low a price as it would be if the 
particular grade of cotton were specified. I thought at that 
time that that was fair between the buyer and the seller. I did 
not realize fully that the public would be affected to such an 
extent as I thought later, and think now. But when the price 
of tha~ contract would go out into the market, it would depress 
the pr1c~ ~omewhat, because there were not equal rights; but 
I was will.mg to accept that as.a compromise and get it through, 
and I believed that would brmg up the price several cents a 
pound. 

With all due deference I Introduced a resolution to that 
e~ect and made a statement in the Senate, and Senators were 
kind enough to ask me many questions and looked int-0 it con­
~derably, and without any praise of myself,. I think it put 
some of them to thinking, I am glad to say. After that I 
conferred with some of the otker cotton Senators, all I could get 
together, and we concluded thut that was not the best remedy 
that was not the complete remedy, that the complete remedy 
would be to specify the particular grade you were trading in 
and make them deliver what they specified. There is no ques~ 
tion about that being honest. That is the chNnological history 
of the proposition. 

At that stage it was thought I was an enemy of the ex­
changes. I run not an enemy of the exchanges. I believe the 
exchanges serve a good purpose. Heretofore we exporteti abCJUt 
half the cotton we raised, and a proper. exchange would be a 
very good place to bring the buyers and the sellers of the 
world together to trade in cotton, 1f we had a fair, honest 
contract, a definite contract, which would fix a definite price 
of a specific grade. Therefore I dispelled any accusation that I 
was fighting the exchanges. I would vote to-day to abolish 
them if the law is not changed, but 1f we pass a fair law I think 
they can serve a very good purpose. 

After very great consideration, and after a conference with 
my colleague and others, I concluded that we should repeal 
section 5, which gives the seller 10 rights and the purchaser 
none, leaving section 10, which will practically conyert the 
exchange into a spot exchange. Th.at was the point made by 
the Senator awhile ago. 

Therefore, the man who sold the contract would specify the 
one grade he was selling, and if he had to do that be would 
be very slow to contract to sell a great quantity of one grade, 
because he would have difficulty in getting that quantity 
together; hence he would ask a better price, and when be 
asked a better price that would bring up the price of the 
actual cotton. Then you would have 10 quotations every day. 
instead of 1 quotation. The quotation they have to-day is on 
the basis of middling. Then you would ham a quotation for 
each grade, and it would be confusing. Then you would run 
a great many people out of the exchange. They would not 
contract, because a man who would know what he was doing 
would say, " Give them the cotton." What is the reason a 
mill in Massachusetts or in Maine could not buy its future 
supply in contracts and say, " Give me the cotton" ? Tbe rea­
son they do not do it is because they do not know the kind they 
are going to get, and you might give them the very grade 
they could not use in their machinery. 

Talk about hedging. That was not intended as a spot-cotton 
proposition. It was intended as a hedging proposition. I know 
something about hedging. Say a mill gets an offer for all the 
goods it can make for the next four months at a certain 
price. The management figures on that order at a pretty 
good pri~e. But they say, "We have not the cotton." They 
say, "Let us accept that offer at so much a pound." Imme­
diately when they accept the offer for the goods to be made in 
the future, I will say to the Senator from North Carolina [Mr. 
SllIMONs], they wire to their broker in New York to buy them 
that many bales of contract. 

They sold the goods four months ahead, and they buy the 
cotton in one, two, three, or four months delivery. They ca.II 
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that hedging. Wbat I wQuld like to dn would be- to. let that rep­
:resent the- actual cotton, and when maturity day cOines. let them 
say, "Give me my cotton under the contract." But they can. not 
do that because of the indefiniteness of the contract. Hence, 
this is the way they work it. The mill says," We will not com .. 
mence the-order until next month. Buyer, go.all over town. We 
want high-grade cotton." We wlll suppose they are running on 
high-grade cloth. Or they will say, " We are rl1Ilning a. coarse 
mill and we want coarse cotton. Go to town and buy us a 
tho~sand bales of cotton, all the cotton we need." So they 
bought the contract at 25 cents a pound, and sold the goods on 
that basis. The buyer goes over town. They say, " Buyer, 
every time you buy 100 bales of actual cotton, you wfre to Jim 
Jones, our-broker in New Orleans, to sell out one contract." The 
mills are absolutely oblivious of the price they will have to pay 
for that cotton. If he goes over town, he may find the contract 
has gone down, the price of spot cotton has gone down, and he 
buys it for instance. at 24 cents a pound. He has lost $500 on 
that 100 bales of futures be bought, but he has bought his cot~ 
ton $500 cheaper on the 100 bales than he figured. 

Now you get your 1,000 bales. Wait 30 days,. get the ware­
house empty, and a little· more money in the bank. They will 
say, "Well, John, we are going to need some more cotton. Go 
out and buy another 1,000 bales." He buys anothe1~ 1,000, but 
the price has gone to 26 cents by that time. The mill does not 
care anything about that. He has paid a cent more a pound for 
his 100 bales,. but he has made that $500 back in his contract. 
That is hedging~ and some of our good .exchange. friends will 
holler, "Oh, that is the objee:t of the exchange." 

That does pretty well for the mill and I am not kicking the 
mills. 

I have some little interest in mills, and I am proud of it. 
There is no room for any difference o:f opinion between the 
farmers and the mills in my State and in the South. The last 
S<mth Carolina Demoer.atic convention adopted a resolution re­
citing that the interests of the mills and the farmers are iden­
tical, and I ask leave to print that as a part of my remarks. 

The VICE PRESIDENT. Is there objection? The Chair 
l1ears none, and it is so ordered. 

There being no objection, the matte-r was ordered to be 
printed in the RECORD, as follows : 
[From platform adopted by South Carolina State Demoeratic co.nven­

tion, held at Columbia, May 1.7, 1922.) 
A condition unparalleled in our hi.story now confronts the people ot 

South Carolina. From the time of our organization as an independent 
State the foundation err our economic structure bas been agriculture. 
For over a century our- supply of money has been largely dependent 
upon the supply of cotton and its by-products. Of late years the manu.­
facttll'e of cotton cloth has become inseparably linked with the produc­
tion of the raw material, so that the two now form the basis of our 
pro per1ty. It behooves all good citizens to. look to the welfare oi the 
cotton fal'IDer and the cotton manufactw:er as. a matter of .self-preserva­
tion and for the life of our institutions. 

1\Ir. DIAL. But who is hedging for the poor farmer? This 
indeflnjte contract has depressed the price of his ttctual cotton, 
and I will say to the Senator from Utah [Mr. KING] it is just 
as the negro said about his dream. He said, "Boss, I had a 
mighty bad dream last night.·~ 

The boss sn.ld, " What was it?,, 
"I dreamed that all the white folks went to hell." 
" That's mighty bad." 
"Yes sir, boss; but that wasn't the worst of it." 
"What was the worst of it?" 
"Boss, I dreamed every white man had a nigger twixt him 

al:ld the fire." 
That is the way with the farmer. He is between the specu­

lator and the fire. 
I do not object to specifying the identical grade, in the 

wisdom of the Senate, if the Senate thinks that is proper, and 
certainly it is honest, and, of course> I am for honesty. That 
would restrict trading tremendously, and some of my exchange 
friends would get a little tenderfooted on that proposition, 
and compla.In. They ought to be run out of business. They do 
not raise any cotton. They never s.aw a bale of cotton. Yet 
they take advantage of the toiling masses of the South. 

I own farms. I have them worked, and I know how those 
people work. I went down home in my ca.r in June, and I got 
out at a little town in the morning. early in the morning, about 
6 o'clock, and by the time I would •get out to the field there 
would be women ancf children in the fields working. I would 
sometimes drive out there as late as half past 7 in the evening, 
and they would still be there working. I knew this before, of 
course. That is the kind of people I am trying to help. We 
J1a Ye neYer given sufficient consideration to the services of the 
women and the children. I do not oppose them working ; they 
ought to work. I have no sympathy with some of the resolu­
tions which are designed to keep people from working. 

God Almighty intended that- they should work. But there,. 
when Saturday night comes, it is not necessary for the fatlter or 
the husband to pay those children and the wife in actual dol­
lars and cents for the services they rendered in working that 
week on the fa.rm. I do not say it is necessary to do it at tbe 
end of the mo~ but I do say, with all the power tbat is in 
me. that their services ought to be reflected in the price of the 
cotton when it is sold, and that family ought to be that much 
better off on account of it. 

Not long ago I heard an ex-demonstration agent from Texas 
make a speech. He said he. was trying to get the people to 
organize to market their cottol). He went to a German. That 
German had h'is little- wife on a sulky plow, plowing up the 
ground, getting ready to plant cotton, and he asked him to join 
the association, so that they could market the cotton together, 
as I am glad a great many of our people are doing. That 
man said, " I will not do it. I can raise cotton for 8 cents a 
pound." He said that in about four months be went back 
there, and there was that same little woman, weighing perhaps. 
less than 100 pounds, running that sam-e sulky plow~ a little 
basket in front of her with a baby in it, with an umb1·ella over 
it. He said, "To hell with such agriculture." And I say, 
" amen." That is the kind of people I am trying to help. 

The remedy is simply to make their infernal contract definite. 
If you repeal section 5, then you will close the exchanges in a 
great measure, as they ought to be, and a lot of those specu­
lators ought to be wearing stripes to-day. There is in New York 
a tremendous band of crooks and thieves known as the odd-lot 
crowd. There are people there with the most outlandish 
names who have discarded their original names and assumed 
American names. Do not think I exaggerate, because I am not 
given to making assertions I have not investigated. 

r have in my office, and I can show to anybody who wants to 
read them, the names of such people-one that sounds like 
Gorowitz, or something else that I can not pronounce, going by 
the distinguished name of Gorman. Others have names that I 
never heard of in this country:, and they now go under Ameri­
canized names. The crowd send out the most lurid circulars 
over the country and are inducing clerks and chauffeurs and 
cooks to invest a little money with them. and then they turn 
around and steal it from them. 

The other day I got a letter from a friend of mine in Sou th 
Carolina, a most excellent gentleman, who said they had robbed 
him out of $5,000. I got a letter from North Carolina from a 
South Carolinian who made a mistake and moved over to North 
Carolina, who had invested with that thieving crowd, and had 
lost a lot of money I got a letter from a friend of mine who 
went to the -State of the Senator from Alabama [Mr. HEFLINl 
and settled, and they had gotten $500 out of him. I ha>e pre­
pared a bill, which I hope to get passed in a few days, and 
under which I hope to have a few of those crooks put out of 
business. I took the matter up with the Department of Justice, 
and one of them has been arrested One of these thieving 
crowds went into bankn1ptcy, it being claimed that they had 
collected over a hundred thousand dollars from our people and 
would not turn back the profits and would not even send back 
the margins the-y had deposited with them. He had himself 
put in bankruptcy, and the petition was filed by his clerk. 

That is what we are up against, and yet Senators sit down 
here and when I get up and want to take a little time they say 
I am filibustering against the ship subsidy bill or something 
like that. My bill is worth more to my people than every other 
bill passed through Congress in ·many years. I have no doubt 
about that. It is worth the time of every man here. I am 
going to appeal to the men of the South. If we can· not get the 
la.w amended, let us have a caucus on Sunday. I am a pretty 
good Presbyterian, but I ·will waive that and discuss the matter 
on Sunday if we can not meet any other time. We ought to 
get together on it. There is _no ground for any difference be­
tween us. I care nothing about the exchange. I am trying to 
get an honest law enacted, and if the exchanges can not exist 
under an honest law, let them go out of business. 

Do not say you do not understand cotton. You do not need 
to know anything about it. Just take the principle and apply 
it to any commodity in the world. Let a man sell cotton by 
sample and let him delh-er any one of 10 grades under that 
sample. That is all there is ' to it. One man wants one class 
of goods and another man wants another class. We take away 
from the purchaser the right to select. A man would not give 
as much for that sort of contract as he would for a definite 
contract. To illustrate : 

Suppose I go to the Senator from Utah and say, " Senator, 
you are a hat man, I believe?" "Yes; I am running a big 
store up here." "r have here a line of hats that I will sell 
you, ranging from $6 to $60 a dozen.. There are 10 different · 
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kinds of them." · "All right; I want some of those hats. 
Here is your check." That is the way in which the cotton is 
bought. Now, I come back to the Senator and say, "Senator, 
I am going to send those hats over to your store, but I am 
going to give you all $6 a dozen hats, hats at 50 cents apiece." 
"Good gracious, I don't want to litter up my store with that 
stuff. Go and sell them to some darkey on the back street, 
and save me whatever you can out of my check." 

That Is what is done with the cotton-future contract. Not 
knowing what we are going to get, we say, "If you can not get 
one price get another, but save me what you can." The hat 
drummer would come back to tbe Senator and ay; "Save you 
a little bit out of th.at check? All right. Now I want to sell 
you some more hats." 

"Wait a minute. The only way you can get me to buy hats 
js by naming the quality you are going to give me. You must 
put tho e hats down so I will know what I am going to get in 
a definite way. You handed me a lot of stuff before that I 
couldn't use, and I lost money on it." The Senator would not 
give as much for a contract of the first kind as he would for 
a conh·act definitely stating the quality of the hat. That is 
the proposition we are up against. 

Now let me state my remedy. It is technical, 1md I shall 
not go into the details. The different grades are known, for in­
stance, as middling fair, strict good middling, good middling, 
strict good middling, and o forth, things we do not under­
stand ordinarily. Here is what I am trying to do: I am trying 
to make the contract more definite. I think if we were to 
repeal section 5 of the law and let section 10 remain, which 
specifies the identical grade of the contract, it would be all 
light. 

There is no reason why exchanges should not deal fairly. 
Why humor those people and pet them up and give them the 
advantage to get them to trade? If they do not want to 
trade, let them stay out of the business. We do not care 
whether they trade or not. If we were to make one specific 
grade, the man purchasing it would get the identical grade he 
purchased. The trouble is we do not, under the p1•esent law, 
allow the law of supply and demand to function. It is hob­
bled; it is tied by this constant· settlement difficulty under 
the difficult contract system now · in use. · 

I think the most practical remedy would be to group the 
10 grades. I am not interfedng with the grades. Nature pro­
vided the grades and the law named them; that is satisfactory 
to me. I would not object to changing that in some way or 
other if it were thought proper to do so. The amendment 
was prepared by the Agricultural Department. I am hot a 
great expert along that line. They have prepared the word­
Jng of it, and it merely carries out my idea of what is wanted 
in the law. 

My idea is simply to take the four highest grades which are 
kindred. There is but little middling fair grown, and it would 
not do any harm to strike that out, but I do not care to do 
that. If that were struck out there would be some propa­
ganda or wrong information go out about it, so therefore let 
that stay and make three classes of the 10 grades-high grade, 
class A; medium grade, class B ; and low grade, class C--with 
one grade in each class as the basis of that class. Then 
one-third of the contract must be filled in that basic graO.e, 
and the other in that grade or in either of the other grades 
in that class, but not in some other class. If anyone wants 
high-grade cotton, he will buy class A. He would know he 
was getting all of the contract in that class. He would know 
the basic grade in that class is good middling. He would 
know he would get what is called good middling cotton in 
that class to the extent of at least one-third of his contract, 
and would know that he would get . the other part of it in 
kindred cotton. If he wants a low grade of cotton, he would 
buy class C, and would then get one-third of the basis men­
tioned in that class, and get all of bis contract in that class. 
He would know he could use that in his business. He would 
know he could export that under his contract. 

Mr. SU..IMONS. Let me understand the Senator. The Sen­
ator would retain the 10 grades? 

Mr. DIAL. Yes. 
Mr. SIMMONS. He would divide tho e 10 grades into three 

classes? 
Mr. DIAL. Exactly. 
Mr. SIMMONS. Each class would have three grades? 
Mr. DIAL. Two classes would have three grades each and 

one class would have four grades. 
Mr. SIMMONS. The Senator's contract, or the contract 

which he would authorize to be made, would specify .a particu­
lar class, one of the three classes? 

Mr. DIAL. That is correct. 

'I 

Mr. SIMMONS. And the delivery under that contract would 
have to be from some one of the grades catalogued under that 
class? 

Mr. DIAL. I would have one grade mentioned as the basis 
of that class, and one-third of the contract would have to be in 
the basis grade, and it would all have to be catalogued in that 
class. 

Mr. SIMMONS. The balance would have to be sefected from 
that class? 

Mr. DIAL. Yes. 
Mr. SIMMONS. That would mean that the purchaser would 

have to take his cotton for his actual delivery in one or the 
other of those grades. He could not select the one grade and 
demand that all the cotton he should receive should be of that 
grade? 

Mr. DIAL. No. I am willing to say that be shall get one­
third of it in the basic grade and that in the delivery of the 
remainder he should get of either of the other two grades in 
that particular class, just as it is done now, but more limited. 
If there is no grade mentioned in class B it is assumed to be 
the class traded in. 

Mr. KING. Mr. President, will the Senator yield to me? 
l\fr. DIAL. Certainly. 
Mr. KING. I did not hear all of the colloquy between the 

Senator from South Carolina and the Senator from North Caro­
lina [Mr. SIMMONS], but as I understand the Senator's propo­
sition, it is that he clnssifies all vendable cotton into three 
classes. Then he divides those classes into 10 grades and in 
one c_Iass would have four grades, in another class three grades, 
and m the last class three grades. If I were a manufacturer 
and I wanted grade 10 of cotton for -a particular cloth which 
I manufactured, and made a contract with the Senator from 
South Carolina for cotton in the class that would more nearly 
represent the grade that I wanted, I would enter into contract 
with him to deliver me 1,000 bales of class C or class 3, and 
if I wanted grade 10 the Senator would be compelled to fur­
nish me with one-third of the 1,000 bales in .grade 10, but as to 
the other two grades the Senator from South arolina could 
determine whether it should be grade 8 or grade 9 or whether 
it should be grade 8 and grade 9. ' 

l\fr. DIAL. The basis mentioned in that class is the middle 
of the class ; that is, in the class to which the Senator is re­
ferring the basic grade would be grade No. 9. So the Senator 
would get one-third of his 1,000 bales in grade 9 and the other 
two-thirds in either No. 9 or No. 10 or No: 8. 

l\1r. KING. But suppose the grade I wanted in my factory 
was grade 10 only. I could not then contract for grade 10 ex­
clusively, could I? 

Mr. DIAL. If I would make a contract under section 10 or 
the existing law, but not under the amendment which I have 
offered to-day. · 

Mr. KING. I am speaking of the Senator's amendment. 
Mr. DIAL. No. However, that would not prevent me from 

giving the Senator grade 10 if we should agree upon it, but he 
could not demand it under the contract. 

Mr. KING. Under the contract, if I cont.r1tcted to buy 1,000 
bales of cotton and wanted a certain grade I would not get that 
grade; I would get only one-third of it in that grade? 

l\Ir. DIAL. That is right. 
l\fr. RANSDELL. There is no objection in the world, I will 

say to the Senator from Utah, to his making a specific contract 
for just the grade he might desire for his milL If the cotton 
grower or cotton factor or cotton merchant having the cotton to 
dispose of has the particular grade of cotton and the Senator, 
as a spinner, desired that particular cotton, I would contract 
to deliver to him the number of bales he desired of that specific 
cotton. That is a specific contract between the Senator and my­
self. There is no future business in that contract. 

Mr. KING. That would be a contract between the manufac­
turer and the cotton farmer. 

Mr. RANSDELL. As a matter of fact, that is the kind of 
contract made between the person ·desiring cotton and the per­
son having it to sell. ·But suppose I, the seller, wanted t'o1 in­
sure; that is, when I sell him that cotton at a certain price, 
at his mill, I want to be ure· that I can buy it at that pri'ce 
and deliver it to him with a small profit to myself. I then 
would go into the future . market and buy a contract for the 
same number of bales, and that is .called the hedge or the in­
surance. But the Senator, who desires the cotton, would bind me 
to give him the exact cotton be wants, and I am obliged to do it. 

l\ir. DIAL. But he would not get that under the future con­
tract. 

Mr. RANSDELL. Not under the future contract. We have 
the future contract as an insurance. It is a means of carry­
ing on the business in that way. 
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Mr. DIAL. The 10 grades are divided into three classes. 

The Agricultural Department fixed up those classes and put 
the kindred grades 1in each class. 

i\lr. SIMMONS. But under the contract the man who wants 
middling an<l only middling would ·get but one--thlrd of the 
amount that he bought in middling cotton. 

l\fr. DIAL. That is Tight. 
1\1.r. SIMMONS. He would have to take the other two-thirds 

in a grade that he did not want. 
l'Jr. DIAL. That is true ; but he could 1use them-mix them. 
l\l.r. SIMMONS. .So the proposition involves an element of 

uncertainty as well as the contract made under the present 
la"· involving the same element .Df uncertainty. 

Mr. DIAL. ':Chat iB .true; but not to the same extent. 
l\Ir. Sll.IMONS. But the extent .of the uncertainty is simply 

le . 
Ir. DI.AL. Yes. I am coming 1:o that just now. I dQ not 

sar that my solution is the only .so1ution of the proposition, 
but it is much -better than the present law. It is about as far, 
·r think, as Congress -shotild _go at it.bis time. .I would be willing 
to acc;ept it as a compromise. What I want is a contract elastic 
enough to be traded in. I do not object to trading. Let them 
go to it. I am wllling to give some latitude to it. 

I also want 1it to be ·definite .enough to .be practicable. Here 
is the point. \I am not an expert cotton man nor a cotton-mill 
man but I know something of the business genexally. I am 
told that a mill does not have to have all of its cotton in one 
identical grade. it would like to have it in that grade, but if 
it can not get ·it in •that particular grade it can use the kindred 
gra<les, and the Agriculturaf Department has fixed those kin­
dre<l grades in the amendment which I have offered, and no 
serious haTm would result from the use of those kindred grades. 
They could mix the cotton and use it ·satisfactorily in ·making 
any particu1ar kind of cloth for whieh 1:heir machinery is -set. 
It would suit the machinery and would suit the cloth they are 
ma king. "Therefore r1ml willing to group it in the three classes 
or in any other way 1the ·Senate may desire to make it, just so 
we get a good solution of the difficulty. If it is de ired to add 
more grades that is all right, but clasBify it. If it is desired 
to ·strike out section 5 of the 'Present law and have section 10, 
which is the only section of 'the law on the subject that is satis­
factory to me, I am very glad to have it; in fact, I would 
prefer to have it, but I d:oubt whether the Senate 'is going to 
do that. 

As I said a while ago, I am told, in Liverpool, when they go 
to make delivery of the cotton they are not allowed to spread 
1t out over 10 grades, but they must deliver within 3 grades. 
That ·makes the cotton ·usable and makes the contract more 
valuable and useful. That is what I am trying to do. I 
am trying to get a better price for cotton. If I could secure 
the adoption of the amendment, it would stabilize the price of 
cotton. An increase of even 1 cent a pound in the price 
of cotton would mean on a 12,000,000 bale crop $60,000,000 a 
year for our people. I believe as firmly as I believe the sun 
shines it would bring up the price of cotton several cents a 
pound. I believe we are deprived of hundreds of millions of 
dollars every year because of the operations of the present law. 
We are sim_ply imposing upon -people who can not help them­
selYes and who appeal to Congress here to help them. 

Senators, that is the remedy that I offer. I need the help 
of Senators from the South who represent cotton growers as 
I do. The question is uf as much importance to your con­
stituents as it is to mine, and I appeal to you to study the 
matter and to vote for my amendment. Unless we get some 
relief at once, there is no use allowing our people to work and 
th.en go deeper into debt simply to raise cotton, because they 
will have to take whatever they can get for it. Cooperative 
marketing is one of the best things that has ever been pro­
posed for our ,pe_9p

1
le. ~ch a system is 11elping and will aid 

thei:Pj \Y.Qnderfully; but }Vith this law on top of them the price 
of qotton ,would stj.ll,pe,, depressed. 

J\l.r.. SIMMONS. 1\ir. President, before the Senator concludes 
I shrould like to lnterr11pt him. The Senator's colleague [M.r'. 
SMITH] is one of the two joint authors of the present law I 
thh1k. Am I mistaken about that? ' 

l\Ir. DIAL. That ls my understanding. I was not here at 
the time the law was passed, but my understanding is that it 
was called the Smith-Lever bill. 

:ti.Ir. SIMMONS. The Senator's colleague, as I know has 
wery positive ideas about 1this matter. He has talked with me 
about it. I may not altogether have comprehended his exact 
po. ition, but .my recollection is ·that he ·entertains the ,idea that 
the .adoption of the scheme proposed by the SenatDr from South 

Carolina might posslbly very greatly depress the 1price of cer- . 
tain very low .grades of cotton that a.re somewhat extensively 
raised in some parts of the South. 

Mr. DIAL. They a.re not included in the present 10 grades, 
as I understand. 

l\fr . .SIMMONS. It is possible, because they are not included 
in them, that he has that view; but I do not kn<>w the ground 
and I am going to ask the Senator if there is anything in th~ 
contention that, while his proposal might possibly tend to 
enhance the price of certain grades, it might also, on the other 
band, depress the price of certain other grades? 

l\1r. DIAL. By no means. We can not make a man buywhat 
he does not want. Since the Senator has mentioned my col­
league, I will say that I am sorry he is not here .to-day ; I wish 
very much that he were here, but he ls detained on official 
business. I would not have brought this matter up in bis 
absence-in fact, I hav.e been waiting for him, as other Sen­
ators, to be here-but I realize that I can offer my amendment 
to . the present bill and a point of order may not be made 
against it. So I want to bring it to the attention of the Senate. 
I do not take murh of th~ time of the Senate, but I would feel 
that I were derelict in my duty and almost a traitor to my 
people if I did not do everything in my power to get my amend­
ment adopted. 

l\1y colleague is one of the best-known cotton men in the 
United States; indeed, he has an international reputation as a 
cotton expert. He grows lai.·ge quantities of cotton and Kn.ows 
the cotton situation very well indeed. He is, perbaps, the best­
known southern cotton expert in the United States. I am ·not 
here to speak for his private views. I have talked with him 
about the matter. He made a speech on the floor of the Senate 
some time ago, and I was certainly hopeful for a long time 
that he would agree to my solution of the difficulty. I hold him 
in the ·highest respect. I said in the first speech I ever made 
that the framers of the present law deserved the thanks of the 
people of my .section .every day of the year. Tbey thought they 
had enacted a perfect law, and they did have a law, if the 
exchanges had dealt under and followed the provisions of sec­
tion 10, which would have been very beneficial. It was though~ 
no doubt, that the exchanges would operate under that section 
but they simply declined to trade in that way and will not s~ 
tr.ade now; so that the 1aw has fallen short of expectation 
as I see the <Situation. · ' 

l\fr. Sil\fl\IOKS. The Senator says the exchanges will not 
trade under ection 10? 

Mr. DIAL. The New York Exchange, the Agricu1tmal De-
prutment tells me, have never traded under section 10. 

Mr. SIMMONS. Wbat was the contract under section 10? 
Mr. DIAL. It specified the identical grade. 
Mr. Sll\IMONS. Without any play at a11 or any margin? 
l\fr. DIAL. It is in .section 5 where the play comes-sliding 

options I call it. Some of our southern friends thought we 
ought to repeal section 5 and leave section 10. I have no objec­
tion to that. Jf that were done, the price of cotton might be 
50 c~ts or 75.cents a pound; in other words, the law of supply 
and demand would regulate the price; but the law of supply 
and demand is simply hog tied under the present circumstances, 
because the operators on the exchanges can go on selling more 
cotton than there is in existence or will be in existence for 
many years. 

Mr. SIMMONS. Does the Senator think if we limit them to 
three .gi:ac1es, requiring them to deliver one-third of the con­
tract in one grade and the other two-thirds in the other two 
grades, the ex.changes would tra:de on that basis 'l 

Mr. DIAL. They wonld go out of business; and I do not 
care whether they would come out or not. That wou1d, how­
ever, belp the price of cotton. 

Mr. SIMMONS. The Senator thinks that his bill then might 
possibly break up the exchanges? . ' ' 

Mr. DIAL. No; I do not think it would. I think it would 
limit the trading a good deal; and trading ought to be limited. 
I will illustrate my position by Baying that we are taught that 
overproduction decreases the price of the commodity ; that is 
elementary. If that is true, fhen does not overselling have the 
same effect? Suppose we were using in Washington a hundred 
thousand eggs, say, at 50 cents a dozen, and a man in Alex­
andria comes over here and says, " I want to sell eggs at 48 
cents a dozen " ; and .a man from Baltimore comes and says he 
wants to sell eggs here at 46 cents a dozen, and some other man 
comes and sa:ys he will sell eggs at 4.5 cents a dozen. Cotton is 
selling at auction; but in the case of -eggs, when the customer 
goes to the grocei:y store and the storekeeper a ~ks him 50 cents 
.a dozen for them, he says, " Oh, no ; 1 Will not pay more than 
45 cents a dozen." 
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That is what they do with the quotations in the case of cot­
ton. Every few minutes all over the South the quotations on 
the New York market are posted, and that fixes the price. If 
overproduction decreases the price of a commodity, in all com­
mon sense does not overselling have the same effect? It is 
presumed the cotton is right there behind the contract to be 
delivered; and that is the iniquity of the proposition. 

Mr. Sil\UfONS. The Senator, I think, does not understand 
me as opposed to his amendment ; he does not understand me 
as defending or championing the methods of the cotton ex­
changes or dealings in cotton futures. 

Mr. DIAL. No; I understand the Senator. 
Mr. SIMMONS. I think the evil of which the Senator speaks, 

that of unlimited selling of a commodity that is produced only 
to a limited extent, is bad. 

Mr. STANLEY. Mr. President, is not that true of all prod­
ucts, such us grain, meat, corn, eggs, and so forth 'l 

Mr. Sil\lMONS. That is what I was going to ask the Sen­
ator from South Carolina. The Senator seems to think that 
the exchanges, if properly restricted and restrained, would 
serve a good purpose. Does the Senator believe that cotton 
exchanges could exist if they were limited in their transactions 
to the sale and purchase of only the number of bales of cotton 
that are actually produced in the country? 

l\Ir. DIAL. I do not think there would be much of an ex­
change under those conditions. 

l\lr. SIMMONS. There would not be any exchange at all. 
1\Ir. DIAL. I doubt if there would be. That brings up the 

point that I am driving at. I do not object to them selling 
more, but I want them to specify what they are selling. 

Mr. STANLEY. l\fr. President, as I understand the Sen­
ator from South Carolina, it is absurd that there should be a 
right-and I do not yet see how they ever secured it by law­
in the face of the common law and common sense and the uni­
versal trade customs of all civilized peoples, to make a contract 
for the sale of one commodity and legally to satisfy that con­
tract by the delivery of another, with the Secretary of Agricul­
ture adjusting the alleged loss by virtue not of a breach of con­
tract but of the exercise of an option under it conferred by law. 
I <lo not know mueh about cotton; but when the Senator urges 
the propriety of having men keep their contracts and sell the 
thing they agreed to sell in quality and character, it strikes 
me it is a very 8ensible and apparently a very just proposi­
tion; it is almost self-eYident, to my mind. However, as the 
Senator from North Carolina has indicated, I am not inclined 
to agree, though the Senator knows much more about it than 
I do, in the assumption of the Senator-I did not understand 
him to state it as a fact-that several sales of the same com­
modity necessarily depress the price of that commodity. For 
instance, I may have a dozen eggs on a farm ; I may sell those 
eggs to a wholesaler; he may sell them to a retailer; the re­
tailer may sell them to my neighbor ; and my neighbor may 
sel 1 them to me. 

The value of those eggs is going to be fixed by the number 
of eggs consumed and the number of eggs produced. A series of 
sales of the same commodity may tend rather to raise the price 
of the commodity to the ultimate consumer, because the middle­
man has to be paid. I do not see how a multiplicity of sales 
will necessarily depress the price, nor can I see where a cottori 
exchange will be materially interested in the value of the 
product it bundles, for it will make just as much money when 
the prices go up as when they go down. The Senator, however, 
is much better qualified to judge as to that than am I. 

Mr. DIAL. That is the difficulty, Senator. I would not care 
how much selling there was if the sales represented specifically 
what was being sold, but when a dealer can sell milk and de-! 
liver buttermilk, that is what I object to. That is the point I 
am making. 

Mr. STANLEY. I entirely agree with the Senator as to 
that. 

l\fr. DIAL. I am not opposed to the exchanges selling to 
their heart's content; but when maturity day comes I want 
to give the right to the buyer to say to them, "Deliver me 
specifically what you have sold me; I am not satisfied with the 
price; give me my commodity." 

Ile says, "Oh, no; I am going to give you something else, 
and at a different price." Now, as I understand, when ma­
turity day comes the seller of the contract says, "Here is 
your cotton," and I understand that the buyer of the contract 
has to express his acceptance in 15 minutes, and if you take 
it you possibly have to pay for it in two days; you have to 
accept it right away; but in case you accept the cotton they 
give the seller 30 days to go down South and hunt it up and 
deliver it to you. That is my understanding of that propo­
sition. 

The point that is made by the Senator from North Carolina 
[Mr. SnrMoNs] is that this thing is wrong between the buyer 
and the seller because the indefiniteness of the contract does 
not induce the buyer to pay as much for that contract as he 
would if he knew what he was going to get. You depreciate 
the value of any commodity in the world if you make con­
tracts of that kind in regard to it. The contract ought to 
represent the actual price. The actual price is governed by 
supply and demand. 

Now, let us take this proposition: 
Before the war the world consumed about 21,000,000 bales 

of cotton a year. 
Mr. KING. Did that include India? 
Mr. DIAL. Yes. We raised about thirteen and a half million 

bales on an average of 10 years. Now, let us assume this 
proposition: The Senator from North Carolina [Mr. SIMMONS] 
and the Senator from Kentucky [Mr. STANLEY] are appointed 
by the mills of the world to contract for their supply of cot­
ton, and they go out and contract for 21,000,000 bales. The 
mills then have all they want contracted for and they with­
draw from the market. 

'Ibese people kept on selling contracts, however, in 1920, up 
to over 128,000,000 bales in the United States, and by the time 
you count the other exchanges of the world possibly many times 
that much over. They put contracts on the market, and the 
mills, hav'ing been supplied, will withdraw, and the price will 
go down, and yet they will keep on selling. There is nothing else 
for it to do but to go down. You auction it o·ff, and that affects 
the poor devil that raised it. He has to take his cotton in to 
market, and he supplies· the actual cotton at the price of that 
contract. You see, that is what fixes his price. The buying 
power has dropped out from under him. That is the iniquity of 
the proposition-consumption can not be stimulated. 

Suppose a man should come to the Senator from North Caro­
lina and say to him : " Senator SIMMONS, you live down here in 
North Carolina. You have a pretty good cotton State down 
tJ:iere. I sold out my interests some time ago, and I have some 
money. I believe I will buy some cotton. You say you are 
likely to get a short crop, and the boll weevil is bothering you a 
little, and so you say you think the price will go up. I do not 
know a thing in the world about cotton, and I want you to tell 
me about it." 

"Well, all right, my friend. I think cotton will go up, maybe. 
Everybody thinks so. You go down and buy a thousand bales­
it will take a good deal of money-and put it in the warehouse. 
You will have to pay carrying charges, interest, and all that 
kind of th:Ug. It is a pretty expensive proposition." 

He says: "Well, Senator, I have heard something about this 
future business. Tell me something about that. I do not need 
the cotton until next March or l\lay. I have a good friend who 
is a big cotton-mill man, and he can use the cotton, and if you 
think the price is going up I believe I will just buy some futures, 
1,GOO bales of futures. What do you think about it? I have the 
money, and will put up the margin." 

You say, "Well, my friend, that would cost you a good deal 
less than carrying the actual cotton; it would be a heap less 
trouble, and all that sort of thing." 

He says, " My friend is making print cloth, a fine quality of 
goods, up in New England, and he will take the cotton off my 
hands if I accidentally have to take the cotton." · 

"Yes; that will be all right. Now," you say, ".it is my duty 
to tell you, my friend, that you can contract to buy futures, but 
you have not contracted, for any particular kind of cotton. You 
have contracted on the basis of middling. The seller will give 
you strict low middling. the lowest grade that there is, and 
your friend needs the highest grade, and therefore he would not 
take that cotton off your hands." 

"What? Is that the way you make contracts? Can I not 
specify the kind of cotton I want?" 

" Oh, no; the law says he can sell you on the basis of mid­
dling, and deliver whatever he chooses." 

He says, "Well, I will not buy. I will not buy at all or I 
will wait and buy cheap, away down yonder "-a depreciated 
commodity, at a discount. 

You see, not knowing what he is going to get, of cour e he 
would not pay as much as the cotton is worth. Therefore you 
do not allow people who have money and who otherwise would 
come to th~ rescue of the 'outb to contract for the commodity, 
because they do not know what they are going to get under 
their contract. Just think about Congress allowing any such 
law as that to remain on the Rtatute books! It is wrong in the 
sight of . God, and our people ought not to stand it for two days, 
and if our constituents at home understood it as it is they 
would rise up and demand that we change it or that we send 
in our resignations, and they ought to do it. 
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To make a practical illustration of it: Soine time ago a 

farmer came into my office-a very intelligent man, a graduate 
of a college. He said, " DIAL, I have been reading in the paper 
what you have been saying, and I am very much interested in 
your proposition." He said, " Of course, you are right. The 
contract ought to specify the particular grade." He said, 
"Now, ·you need not make any fuss about it; you need not 
call my name, but I lost some money in 1920 "-and we all 
ha\e a sad recollection of that year. He said, "I lost some 
money then, and I thought I would make a little back, and 
I bought two contracts. I thought I would get 200 bales of 
cotton." He said, " I keep a pretty good account down at 
the --- bank." He is a cotton-mill man, and he said he 
would take that cotton off my bands. I told him I had 200 
bales of cotton. He did not know anything about my buying 
the contract " ; and he said, " I thought I bought middling cot­
ton, but I found out that I did not know what kind of cotton 
they were going to give me. Tne price went away down, 
and," he said, "I went down to ---, the mill man, and I 
said ' I want to see you about my · cotton.' He said ' What 
kind of cotton have you? ' I have not any cotton. I bought 
a contract. I do not know what kind of cotton I am going to 
get.' 'Well, we are making print cloth here. We need fine 
cotton, and we can not use your kind of cotton at all' " He 
said, " I could not blame him when I looked into it and under­
stood what be said about it. Therefore, I sold out my two 
contracts and lost $8,000." -

That is the way it is. Hence your contract market is always 
top-heavy. The interests of the buyer of a contract and the 
owner of cotton are identical. They expect the price to go 
up-that is, for the present. When maturity day comes, however, 
the buyer of the cotton puts his contract on the market, and 
that makes the market top-heavy, because he can not stand up 
and demand delivery. It is just like water running over a 
dam ; a little fish down there at the bottom starts up, and 
here is more coming, and it hits him on the head. The man 
can put up the margin and keep selling. That is the way the 
market goes; and then the people who raise the cotton, who 
labor, who work, who are honest people, can not help them­
selves, and we allow any such thing as that to remain on the 
statute books. 

The Senator from North Carolina [Mr. SIMMONS] brought up 
here awhile ago a question about my colleague. I said I 
would much prefer that he were here. I want to accord him 
all the credit for just as much honesty as I claim for myself, 
but I do not yield to anybody in my efforts to try to do good 
for my people. His objection to my proposition as stated here 
on the floor was this, as I recollect it, that there was not 
much difference between the value of these 10 different grades 
of cotton. Well, now, in that he deserved great credit, because 
he helped to cut out or possibly did the main work in cutting 
out 22 grades of sorrier cotton than that. They meant to leave 
the 10 grades, all good, strong, sound, spinnable cotton, and 
that is what it is. It is all good, strong, sound, spinnable cot­
ton. He said, however, that there is very little difference in the 
value of those grades. · 

Senators, I did not make the 10 different grades of cotton. 
Nature made them. That was in the law when I came here. 
That has been recognized ever since we have been growing 
cotton, so far as I know. I heard about it when I was a boy. 
Congress appropriated money and had a test made of the 
strength and the bleaching qualities of cotton, and there is not 
such a tremendous difference between the adjacent grades of 
cotton, but there is a difference. 

I think the farmers have been robbed of millions of dollars 
by too great a difference between the grades of cotton. A year 
or two ago the difference between one grade and another was 
something like 1,900 points. They bought it on the contract 
for middling, for instance, so many points off of middling, and 
it went down to practically nothing at the time the slump came 
on; but, anyway, I want to call your attention briefly to this 
situation: I did not fix the 10 different grades of cotton. I do 
not know any way to make a man buy one grade of cloth if 
he does not want to buy it. That is not my part, but my bill 
does not interfere with that at all. I take the 10 grades as I 
find them in the law and group them together. A man would 
pay more for the group, because he knows what he is going to 
get, and be is not going to buy the other group, because he can 
not use it. As I illustrated to you awhile ago, he has to go 
out and sell it and get rid of it the best he can. Therefore I 
am trying to make it a practical contract, a workable contract. 

I will ask the Senator from Kentucky [Mr. STANLEY] this 
question: If he is in Kentucky, and perhaps they do not raise 
any cotton there--

LXIV.-120 

Mr. STANLEY. Yes; they raise some. 
Mr. DIAL. Or very little, at any rate. Suppose you have a 

mill where you do not raise it; what is the reason why you 
can not sell your goods ahead, buy your contract, make ar­
rangements at the bank, go to Europe, if you want to, and have 
a good time-I know you would enjoy yourself-and leave 
your superintendent to demand delivery of the cotton, make 
the cloth, and deliver the cloth under the contract? Your 
superintendent would tell you that you are using a certain 
grade of cotton in that cloth-you had forgotten about that­
and he could not use this other grade. That fellow would de­
liver him the other grade, and he would have to shut down his 
mill and go out over there in the other part, where you say 
they raise that cotton-I did not know you 1·aised much-and 
get the right kind of cotton, and bring it over to the mill. 
You could not rely upon the contract. 

Now, do you know any othe~ contract that you can make 
and carry out in that way? Why does the law want to come 
in here and favor these-I do not want to use harsh terms­
dealers who have no interest in our people, who do not raise 
cotton, who would not know a bale of cotton if they were to 
see it? Yet you humor them, you give them an option or a 
preference to sell you one kind of stuff and deliver you some­
thing else. Ten options to the purchaser's none. 

That is one proposition of my colleague, that there is not 
much difference. I do not know what is in his mind, but I 
do not see how you can make a man buy one quality of goods 
when he wants another. 

If you will allow me to be a little personal, a year or two 
ago a friend of mine lunched with me one day. He and I 
were in college together. He is a mill president. He runs 
two very large mills. We went down on the train that night, 
and I said to him, " What is the reason you mill folks do not 
just go on and buy these 10 grades of cotton and mix them up 
and make cloth out of them?" He said, " DIAL, we can not do 
it." I said, " What is the reason? " I am not an expert. 
I said, "I think you discriminate too much." He said, "Well, 
I can not do that." I said, "Well, why? Tell me the practical 
part of it." · · 

He said: "Over here in Georgia, in our mills, we have a 
trade-mark on some goods that we sell in China. We had a 
great run on them, and we are doing a good business in China, 
and we had to have certain grades of cotton to make that cloth. 
Over here in South Carolina, at our other big mill, orders be­
gan to get a little slack, and we commenced to make that trade­
mark out of a different kind of cotton. We shipped that cloth 
to China, and the first shipment we made they sent back a claim 
on us for $20,000, and we had to pay it." 

That is what that man told me. If you want his name, I 
shall be glad to give it to you. That is the practical part or 
the proposition. Therefore, I do not see that my colleague has 
any complaint along that line. A mill is not going to buy an­
other grade if it can not use it, and I do not see how you are 
going to make the same price for it. If the purchaser dis­
criminates between the prices, I can not help that. Anyway, 
I did not make the distinction in the grades. Nature made that. 
The law-my colleague's own law, that he put on the statute 
books-recognizes these 10 different grades. I have the tech­
nical names here if any Senator wants t<;> see them. 

That is one of his propositions. l\fy amendment does not 
interfere with that at all, except that it puts them in classes. 
If you wanted all of them, you could buy three contracts, and 
you would get some of each grade, or practically so, you see ; 
or, if you wanted one particular kind, you would buy that par­
ticular character. 

Here is another argument that my colleague presented here 
that evening, at the time I offered this amendnient to the tariff 
bill. I wanted to sound out the Senate and see how you all 
felt about it. Another point my colleague made was that it was 
for the benefit of the farmer that 10 grades were made tender­
able, in that the farmer could (!ontract to sell his cotton before 
he harvested it, even before he planted it, and then, when he 
did harvest it, he would take it up to the contract man and say, 
"Here are my 10 different grades on the contract," and my 
colleague says that was done for the benefit of the farmer. That 
sounds pretty well, but let us .analyze it a little. 

In the :first place, not one man in a hundred makes 100 bales, 
and that is the unit. In the next place, our kind of farmers­
not the rich ones they have farther West on those palatial prairis 
ranches--our people, where they plow with a little bit of a 
gray mule, and raise 5 or 6 bales to the plow, have not enough 
cotton to tender on a contract. Not only that, Senators, but I 
ven~ur~ tQ say that nQt Q.qe t.arme1· in a th9usand in the South 
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who actually grew the cotton ever made a contract to sell his 
crop before he harvested it. . 

Not only that, if you take the whole crop, there are more than 
10 grades, and he could not tender the grades below the 10th 
grade on the contract. Not only that; he would not ship his 
cotton to the exchange, because it would cost him perhaps a 
cent and a half a pound to ship it, to pay the freight on it, and 
then he does not know how they would treat him d.n the grades. 
Therefore, he will do just exactly as a rich farmer who lives 
here in Washington, who owned land 1n my State, told me he 
did some time ago, when we were talking about this proposition. 
He sadd he would venture that not one in a thousand ever sold 
a contract; then he said that he would venture that if one in a 
thousand sold it, not one in a thousand ever delivered the cot­
ton on the contract. He said, without calling names, that he 
sold a contract some time before that, and he said he wanted to 
test out this proposition, and he wrote to his broker, "I want 
to ship you my cotton on the contract. I want to ship you my 
cotton, and you tender it on the contract." He said the broker 
wrote back and "raised Caln" with him and replied that he 
did not want to handle his cotton, to take his cotton and sell 
it to a mill or to an exporter, and close out the contract " in­
stanter"; and that is what he did, and that is what anybody 
else would do. They would not deliver cotton on the exchange. 

That is a false hope to hold out to the farmer. That is simply 
·a promise that you a.re going to help him. Even if you supply 
him a market for it, you put the price of the market down. 
My hat illustration a 1ittle while ago covers that. 

You might provide a market, I will say to the Senator from 
Arkansas [l\1r. ROBINSON], for a man to handle the hats that 
would be manufactured; but if the purchaser let the manufac­
turer select them, he would not pay as much as if he knew the 
quality he was going to get. If they were making only 10 grades 
of hats and the cotton law applied, contracts could be sold, and 
a market made by the price would be lower. 

You may provide a market, but with all due respect to every­
body I call that a false hope, a false promise, without any sub­
stance or reality in it, and the farmers can not avail themselves 
of it. Possibly a few very rich men do, but not one in a thou­
sand, or possibly ten thousand. 

I could talk from now until to-morrow night on this subject. 
Those are just a few preliminary thoughts I had in my mind. 
I appeal to the fairness of the Senate. I want the southern 
men to get together and talk this thing over, if they will. Most 
of them have been here much longer than I have. They raise 
cotton, and they know something about it, but I must say, with 
all due respect, I do not think they have studied the effect on 
the poor man who grows the cotton. 

I am not here as the mouthpiece of the poor man alone, hol­
lering poverty, but I have a heart as big as the Atlantic 
Ocean for the man who creates something, who digs it out of 
the ground, who adds to the wealth of the world. He is to be 
encouraged, and it ls not right, it is not fair, it is not honest, 
for the United States Senate to keep a one-sided law on him, 
and to depress his product, and to deprive him of a great pro­
portion of the value of his crop. I believe we have paid out 
many billions of dollars since the Civil War by reason of this 
unjust practice. I explained before the Senator from Arkansas 
came in that we inherited it. We should get together and set 
it aside. It is not right to try to bolster up one class at the 
expense of another class. As I said before, I am a long­
suff-ering man. I have tried all my life to make one dollar go 
where two dollars could go, and have advised my people to work 
hard, but I would be glad if they would not plant another seed 
of cotton until Congress amends this law. 

There ts not going to be enough cotton to go around another 
year. Some mills will have to shut down, and if we do not do 
f)omething here to help our people, they will be in despair. 
They are leaving the farms by the hundreds and by the thou­
sands. I have a friend in my little county who this last year 
ran 34 plows, and is now going to run 2. I have a brother-in­
law who ordinarily raises 1,000 bales. This last year he raised 
ll~ . 

I want to appeal to my good friend from Louisiana [Mr. 
RA.NSDELL]. He is a seasoned Senator. He is a fair man, and 
he owns cotton farms. He raises cotton. He is just as honest 
in his views as I am in mine . . I feel the highest regard for 
him. He is a country lawyer, as I am, and I want him to for­
get about the New Orleans Cotton Exchange. I have no partic­
.ular ill will against those gentlemen. I do not know that I 
know any of them. But they toil not, neither do they spin, 
and yet they live on the fat of the earth. The Senator is fair 
until he gets tlown to that point, but the point I make is this: 
That the price of the actual cotton on the street would have 
been more if it had not been for the superstructure on top of it. 

Mr. RANSDELL. Will the Senator kindly tell me why the 
price of beeves is not higher right now? There is no future 
market for them. I had a lot of beeves, and I had to prac­
tically give them away. I believe that has been the experience 
of pretty nearly everybody else who has had any. There are 
numerous agricultural products not dealt in on the future mar· 
ket, and you can not get anything for them. · 

Mr. DIAL. Too much supply and too high a freight rate. 
Mr. RANSDELL. The Senator always finds some excuse. 
Mr. DIAL. I do not deem it necessary to have a cotton ex· · 

change. We have no exchange for coal, we have no exchange 
for iron, we have no exchange for steel, no exchange for lum­
ber and plenty of other things that are marketed. I do not 
mind an exchange for cotton if you have it as you have it with 
regard to wheat, where the grade ls specified, and then the 
seller required to deliver what is specified. There can not be 
anything wrong with that proposition. You need not be un­
easy. Nobody is going to accuse you of gambling. Study the 
proposition and forget about cotton. Then apply the principle 
to any other commodity. 

I offered this amendment I have here, which I say is elastic 
enough and broad .enough to. be workable, and yet definite 
enough to be practical. I offered this and asked that it be 
taken as a substitute for the other amendment which I had 
offered. The committee did not report for a long time, some­
thing like a year; I moved to discharge the committee. I bad 
no disrespect for the committee, of course ; in fact, I have no 
disrespect for any Senator here, have the kindliest feeling 
for everyone in the Senate. But I thought they kept my bill 
unnecessarily long. I represent in part a large cotton State, 
and I offered the amendment in good faith. I believed it would 
help our people, and then at last I moved to discharge the 
Committee on Agriculture, and" said I had hoped they would 
make a favorable report on my amendment, but if they would 
not do that to be kind enough to report it without recom­
mendation, and if they would not do that to report it back 
with an unfavorable report, because I wanted to get it on the 
calendar and bring it to the attention of Senators and see 
what they would do with it. 

So the Committee on Agriculture had a meeting, and the 
Senator from Louisiana [Mr. RANSDELL] was appointed a sub­
committeeman to make a report. I presumed, since I bad 
been so fair with them, that they would send it back without 
recommendation, · but it comes back with an unfavorable re­
port. That unfavorable report, however, deals almost exclu­
sively with the amendment which I had withdrawn, knocking 
that amendment after I had withdrawn it. But, as I have 
already said several times this afternoon, that was a conslder· 
able improvement over the present law. 

Senators sitting over on the other side perhaps will not look 
into it. They wlll say it came here with an unfavorable re­
port from the Committee on Agriculture. I recognize your 
power, but I say that the Senate is too big to listen to any one 
man or to any one committee. I do not believe there are four 
men on the Committee on Agriculture who would report the 
amendment unfavorably if they studied the subject. I say 
that with all due respect to them, and I have faith in them, 
and I believe they would not unfavorably report it if they 
would look into it. 

The Senator from Louisiana {Mr. RANSDELL] sort of twitted 
me here on the fact that I did not bring any witnesses to 
talk about my amendment. I did not have an opportunity 
that night to reply to him. I did not bring any witnesses­
and I hope Senators will listen to this-because from 1884 
to 1914 the South had had bills introduced in Congress looking 
to a change in this law, or to put a law on the books relating 
to this subject at that time, and witnesses were brought here, 
and thou.sands of pages of testimony were taken. That testi­
mony is just as germane to-day as it was then. The exchanges 
are just the same now as they were at that time. So if any­
body wanted to read up on the exchanges, all he had to do 
was to go down 1n some of the musty old files and get out 
the testimony and read it. 

I did not bring witnesses for the further and more potent 
reason that I did not need any witnesses. I represent my 
State, in part, and I assume the responsibility in this Chamber. 
if I can assume it, and I assume 1t to the extent of my ability 
and limitations. I assume it for the South, so far as I can. 

I did not bring any witnesses here, furthermore, because this 
is not a question of fact. I did not want witnesses here to 
testify what they think about it-this, that, or the other. My 
friend from Louisiana brought them all the way from Texas 
to New York. I paid no attention to them because I knew what 
they were going to say. The farmers sent me here to look out 
for their interests, and it is not necessary for me. to bring 
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them here to testify about this. The crowd they brought here 
were speculators or members of the exchange--very clever 
people, perhaps-but I suggest that Senators read some of their 
testimony. A man by the name of Harris said that before this 
law went into effect the exchanges just did the public going 
and coming. That was his own testimony. 

You will not find one exchange member in the United States, 
or one man who deals in futures in the United States, so far 
as I know, who will approve of my amendment, and I am not 
expecting them to do it, but the main reason I did not bring 
any witnesses here was this: That this is not a question on 
which to take testimony. This is a moral proposition; this is 
a legal proposition ; this is a business proposition ; and I know 
that Senators have the fairness to look into it and the ability 
and nerYe to decide. · 

I merely want Senators to take this thought home with 
them. Here is a contract that authorizes a man to sell by 
sample, and here is a law that authorizes him to sell by sample 
that says he can deliver some other goods in 10 qualities under 
that sample. What would anyone give for that kind of a 
contract? No one would give value for that contract, and 
anyone can see what the result would be. 

l\ly friends will get up here and say, "Why, you are the 
wildest man t ever heard." My good friend, the Senator from 
Indiana [Mr. WATSON], is listening to me, and I am glad. 
Some Senator said, " If there is a seller, is there not also 
a buyer?" There is a buyer, of course, but he is not a buyer 
for Yalue when he does not know what he is going to get. He 
is buying a pig in a bag, as we say. . 

The Senator from Indiana and other Senators from his 
section are not interested in the matter to the extent we are 
in the South. Our people are in straitened circumstances. We 
neYer have gotten anything like we ought to have for our 
cotton, as I have shown by the reports of the Joint Agricultural 
Commission. Our country would bloom, our people would 
thrive, if Senators would help us pass a fair law; but if \Ye 
take the quotations and buy on the quotations that is buying 
on false pretense and false representation, and the cotton is 
purchased and shipped out to Japan, India, Germany, France, 
Spain, and all ornr the world, and is made into cloth and sent 
back here to compete with our people. 

All I ask is to make a fair law, an honest law. Do not give 
any favors. I do not want any favors. I do not ask for any 
farnr. It is not right to have favors. It would not inure 
to our benefit. Our farmers do not want that, but it is not 
right to put a one-sided law on the statute books and con­
fiscate the labor of our people. It deprives us of our wealth 
ancl of the common necessities -Of life. We can not buy the 
goods we otherwise would buy. It takes the wealth out of 
the United States and cripples our home people. 

-n~e pay our taxes. we bought bonds, we helped to :fight the 
war. I want each any eYery Senator to study the proposition 
for himself and see if I am not right morally, legally, and 
in a business way. 

Mr. President, I have said a great deal more than I in­
tended to say, but with these few extemporaneous remarks 
I believe I am about through for to-day. I do hope that there 
will be no difference between my Southern friends and myself 
on this question. If they have anything better than I have 
offered to relieve the suffering of our people and help us get 
a just compensation or reasonable compensation for our work, 
I would gladly accept it; I would gladly tear up my amend­
ment and throw it in the basket. But I do insist ·that we are 
bere as business people after the war to try to get back to 
normalcy, to try to help readjust things in behalf of the whole 
country. Nothing could be done that would be more of an 
act of justice, of fairness, and of right, that would be a 
greater blessing and would be received with more favor than 
the proposition which I have presented. I do not know what 
is going to become of it. 

As I said, our labor is leaving, we are shipping our mules 
away by the carload, and have quit farming. Many places are 
idle. I am a law-abiding man, a peaceful man, a good-natured 
man but the time has come to fight. If I can do nothing else 
about it, if I can not get the measure through in some way, I 
am going to talk all over the country next spring and next sum­
mer. I would rather run than make a speech, but I know the 
principle involved is wrong. There is no excuse for it except to 
help the exchanges to gather in whatever they please. Can any­
one tell me any reason why cotton should bring 25 cents a pound 
at 10 o'clock in the morning and ln the afternoon at 3 o'clock 
bring 23 cents a pound? Everyone knows that is not honest. 
The reason for it is that the pI.·ice of the spot market is fol­
lowing the price of the future market, fluctuating. The farm­
ing man can not know how to plan for his crop, and the banks 

do not know how to plan to lend him money to help llim. 
Nobody can plan ahead with any degree of certainty. Condi­
tions are unstable. 

Cotton is a commodity that does not depreciate by reason- of 
the passage of time when properly housed. ·u I may be par­
doned for another personal allusion, there is in a warehouse 
in my town, a warehouse which I built twenty-odd years ago, a 
bale of cotton which was raised in 1862, the year I was born. It 
is just kept there as a matter of curiosity. The staple is good 
to-day. We know that cotton would not rapidly fluctuate in 
value. There is no reason for it in the world, and yet with this 
gambling business permeating the whole country people run­
ning around in little towns and villages of 500 inhabitants 
watching the market quotations all the time, what are we going 
to do about it? They watch the telegraph quotations every 
minute of the day. We ought to have staple and regular prices. 
Let the law of supply and demand function. 

l\fr. President, I feel that I have done about the best I could 
do in 15 minutes or more of talk. If I had more time I could 
do more, but I learn the matter with Senators in the hope and 
belief that they will vote for my amendment. I leave the 
subject for you, your conscience, and your constituents. 

Mr. RANSDEJ;L. 1\Ir. President and Senators, if I can 
secure the attention of the Senate for about 15 minutes I will 
promise not to take longer than that, and I wtil try to explain 
just a few points about the amendment which my friend, the 
Senator from South Carolina [Mr. DIAL], has discussed with so 
much eloquence for, I believe, about four hours. 

The measure which he has offered in the nature of an 
amendment to the pending bill is not a new one in the Senate. 
It has been repeatecUy before Congress. For the past 40 
years, aye, more than 40 years, future trading in cotton and 
other commodities has been engaged in. Future trading has 
been engaged in not only in the big marts of America but 
throughout the world. At the present day there are great 
future contract markets at Havre and Liverpool in the Old 
World. If the amendment of the Senator from South Catolina 
were adopted and we were stopped from contracting here, the 
contracting would go on abroad. 

This is merely an agency for carrying on business transac­
tions. The Senator rang the echoes upon the fact that a man 
makes a contract and when he goes to get delivery he does not 
get delivery of th~ co~ton that he bought. Why, Senators, he 
overlooks the fact, which he ought to know as a millrnan, that 
when a man desires cotton he makes a specific contract for that 
cotton. He desires, let us say, for his mill 1,000 bales in Feb­
ruary, 1,000 bales in March, 1,000 bales in April, 1,000 bales in 
May, 1,000 bales in June, 1,000 in July, and so on down the 
line. The milqnan, as I understand the business transactions, 
goes to the brokers in cities like Little Rock, Dallas, Houston, 
Galveston, Memphis, Montgomery, Ala., Savannah, Ga., Atlanta, 
Ga., Charleston, S. C., and Wilmington, N. C. He goes tl:.rough­
out the great Cotton Belt of the land, and there he makes spe­
cific contracts with the men who deal in cotton, who handle cot­
ton, cotton merchants, if you please, cotton brokers, men who 
represent the producers of cotton. He buys from those men, to 
be delivered so much in the various months, the kind of cotton 
that he needs, be it middling cotton or striCt good middling or 
low ordinary or any other grades that be needs for his mill. 
Those are specific contracts. 

What does the broker do before he sells the cotton for delivery 
at some time in the future? Why, sir, that broker goes into 
the future exchange market of New Orleans or New York and 
buys there the same number of bales that he has agreed to 
deliver, and, buying that cotton at a set price, he knows at 
what price he can deliver to the mill It is called a hedge; it is 
called an insurance. Senators, it is just as much a legitimate 
insurance as the great Lloyd's, which in England for years has 
been insuring every kind of business that a man can enter into, 
especially the business of shipping that carries our commerce 
throughout the world. Lloyd's insures that business. So the 
cotton exchanges issue a great many of these contracts as 
legitimate hedges, as legitimate insurance, for the actual trans­
actions that the mills enter into. 

I grant that there is a certain amount of speculation carried 
on in the future market. There is no doubt about it. We 
speculate in all sorts of things. I have been speculating all 
my life in real estate. I have been interested in real estate. 
Whenever I got hold of a little money I would buy a piece of 
land, expecting to sell that land. We speculate in cattle and 
hogs and in other things, but we all speculate more or less. 
There are a lot of gentlemen "gamblers" who go into the 
future market, buying grain or cotton or coffee or sugar or 
anything else, but that does not militate against the legitimate, 
businesslike features of the trade. 
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I wish to repeat that this agency of commerce has been prae­
ticeu very much throughout the last 40 years. Senators, it 
has been well recognized, well established, and yet the Senator 
from South Carolina comes in bere just as we are winding up 
tbe bill and proposes to disestablish, to destroy, to break down, 
one of the best-established modes of business known to com­
merce. 

Let me show what happened to his measure recently. He 
introduced his bill some time ago, I believe in February, 1922. 

l\Ir. DIAL. Nineteen hundred and twenty-one. 
l\1r. RANSDELL. Was it 1921? 
Mr. DIAL. I think so, though perhaps I am wrong. 
Mr. RANSDELL. As a matter of form, the blll was referred 

to tbe Committee on Agriculture and Forestry of this body. 
That committee held elaborate hearings. The committee in­
vited the Senator from South Carolina and all other interested 
parties to come before the committee and testify. That com­
mittee appointed a subcommittee to hold hearings, and a great 
many witnesses appeared. I hold in my hand a copy of the 
bearings. I am not going to detain the Senate by reading at 
length from them, but I shall be glad to furnish any Senator 
with a copy of the document. The print is very fine; it covers 
175 pages. We went into every phase of the subject ; we con­
sidered and discussed it with the greatest care; and here is the 
result of our labors: 

The Committee on Agriculture and Forestry, to which was referred 
the bills ( S. 385 and S. 3146) to amend section 5 of the cotton futures 
act, approved .August 11, 1916, as amended-

Those were the two bills introduced by the Senator from 
South Carolina [Mr. Dr.A.L]-
baving carefully considered the billE, respectfully reports them back 
with an unfavorable recommendation. Both bills are attached hereto 
and made part hereof. 

Mr. DIAL. Mr. President, will the Senator yield to me? 
Mr. RANSDELL. I yield to the Senator. 
Mr. DIAL. I withdrew the first bill when I introduced the 

second one. 
Mr. RANSDELL. But the committee did not know that; 

both bills were before us, and we were trying to treat the Sena­
tor from South Carolina with all possible courtesy. I continue 
the quotation from the report : 

These bins have a common authorship, S. 3146 being in the nature 
of a subst itute for S. 385-

So if Senate bill 385 had been withdrawn, there is no harm 
done in referring to it-
and broadly stated ts intended to revolutionize the method of trading 
in cotton for future delivery as now conducted under the supervision of 
the United States Department of .Agriculture. 

Your committee wishes to emphasize the fact-
Plea.se listen to this, Senators-

tha t with the solitary exception of their author, not a witness appeared 
in support of these bills from the time the hearings started on Friday, 
January 20, until they closed on Friday, June 2-

From January to June not a single, solitary witness appeared 
in behalf of the measures except their author-
although ample opportunity was a.fforded everyone Interested to be 
heard. . 

In striking contrast with this showing- . 
Senators, I. dislike to read this, but it is not my statement. 

It is the unanimous report of the committee--
In striking contrast with thls showing some of the most repre­

sentative planters, spot-cotton merchants, exporters, and bankers from 
the cotton-producing States either appeared in person or notified the 
committee in writing of their unalterable opposition to these bills. 
Resolutions were received from the spot-cotton exchanges located 
throughout the South, whose members were no less emphatic than the 
witnesses for the New Orleans Cotton Exchange in opposition to these 
bills, or to any material change in the future contract now operating 
under the supervision of the Secretary of .Agriculture. 

Now, listen to this: 
And finally, representatives from the Department of Agriculture, 

which ls primarily concerned with the welfare of the small cotton 
:farmer-

Just as much as my friend from South Carolina is concerned 
or as I am concerned or as any other Senator is concerned about 
the welfare of the small cotton farmer-
appeared before the committee and placed the stamp of the unqualified 
disa pproval of the bepartment of .Agriculture on S. 385 and S. 3146. · 

l\Ir. President and Senators, late as is the hour, I do not 
wish to take the time of the Senate to read more than I have 
read, but the report of the committee is very brief; it embraces 
only four pages ; and I will ask to append it to my remarks as 
a part thereof, and that it may be printed in 8-point type. 

The VICE PRESIDENT. Without objection, it is so ordered. 
Mr. RANSDELL. l\lr. President, the Senator from South 

Carolina has referred to the existing cotton futures law. Let 
me remind those Senatoi:s who have been in Congress for some 
time that this is not the first occasion when we have had this 

question before us. It was before us in 1914 ; it was before us 
in 1916; it was before us in 1919; and legislation was enacted 
in each instance. The State of South Carolina was ably repre­
sented in both Houses when those laws were passed. The law 
which is known as the Smith-Lever Cotton Futures Act reflects 
credit upon its authors and it reflects credit upon the great 
State of South Carolina, whence those two distinguished men 
came. I was here at the time, and I know Congress gave the 
most painstaking and earnest consideration to this extremely 
difficult business question. It was conceded generally that there 
should be some legislation thereon, and, after earnest investiga­
tion and the taking of a great deal of testimony in both Houses 
of Congress, the law was passed in 1914. It was amended in 
1916, and again slightly changed in 1919. We did not enact 
the legislation in any instance as an amendment to some other 
bill. The measures were not proposed without having been 
considered in committee; we did not attempt to pass them 
when the committee in charge of it had reported adversely to 
them; but in each instance we had the fullest, fairest con­
sideration of the subject, and the bill was reported to the 
Senate; we threshed it out here and made the proper changes. 

Senators, this is a most important matter. Are you willing 
to break down the ordinary means of conducting business in 
one of the most valuable commodities of America-the cotton 
crop, a crop which this year is worth considerably over 
$1,000,000,000; a crop which for years has given to America. 
the balance of trade between the United States and the Old 
World? More than to any other commodity we owe our balance 
of trade to cotton. 

As I have three times previously said, for more than 40 years 
the trading in futures has been a recognized agency in disposing 
of the cotton crop and is considered an essential means of 
handling the crop, as a hedge, as an insurance to the actual 
transactions which are taking place between the consumers of 
cotton and it1l producers. 

Mr. President, if it were necessary I should be glad to 
discuss this question for two or three hours or for two or three 
days. A great man from my State, one whom Louisiana and 
the Nation delights to honor, Edward Douglas White, made a 
remarkable speech on thds floor on this very subject in 1802, 
about 31 years ago; and, as a cotton grower, as a representative 
of the cotton section, whose home is 300 miles from New 
Orleans, who has nothing in common with the exchange, who 
has nothing in common with the mills, every fiber of whose 
being is filled with love and interest for the cotton farmer­
for that ds my sole business at home-I say to you, sirs, that I 
am proud to emulate White and other men from that section 
who have stood for the continuance of the exchange under 
proper regulations. 

Senators, all human institutions are faulty ; I do not claim 
perfection for the exchanges ; perhaps their methods should be 
sorqewhat changed; but, if so, let us approach the change in 
an orderly and proper manner. We have passed the three bills 
to which I have referred; we have found it necessary to make 
slight changes in the law from time to time. Let us approach 
other modifications in the same way. When the time comes, if 
it can be shown that changes are needed but not destruction, I 
promise to help. The men best informed on this subject say 
that the Dial bill means destruction; your committee in its 
report says, in substance, that it means destruction. Now, I 
appeal to the Senate to vote the amendment down, and let us 
take up the question in regular and proper order at the ap­
propriate time. 

.APPENDIX. 
[Senate Report No. 841, Sixty-seventh Congress, second session.] 

To .AMEND SECTION 5 OF THE C<Y.I'ToN FuTUaEs .AcT. 
Mr. RANSDELL, from the Committee on Agriculture and For­

estry, submitted the following adverse report to accompany 
S. 385 and S. 3146 : 

" The Committee on Agriculture and Forestry, to which was 
referred the bills ( S. 385 and S. 3146) to arpend section 5 of 
the cotton futures act, approved August 11, 1916, as amended, 
having carefully considered the bills, respectfully reports them 
back with an unfavorable recommendation. Both bills are at­
tached hereto, and made part hereof. 

"These bill have a common authorship, S. 3146 being in the 
nature of a substitute for S. 385, and broadly stated is intended 
to revolutionize the method of trading in cotton for future de­
livery as now conducted under the supervision of the United 
States Department of Agriculture. 

"Your committee wishes to emphasize the fact that with the 
solitary exception of their author, not a witness appeared in 
support of these bills from the time the hearings started on 
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Friuay, January 20, until they closed on Friday, June 2, al­
though ample opportunity was afforded everyone interested to 
be heard. 

" In striking contrast with this showing, some of the most 
representative planters, spot-cotton merchants, exporters, and 
bankers from the cotton-producing States either appeared in 
person or notified the committee in writing of their unalterable 
oppo iticm to these bills. Resolutions were received from the 
spot-cotton exchanges located throughout the South, whose mem­
ber ~ were no less emphatic than the witnesses for the New 
Orleans Cotton Exchange in opposition to these bills, or to 
anv material change in the future contract now operating under 
the supervision of the Secretary of Agricult_ure. And ~ally, 
representatives from the Department of Agriculture, which is 
primarily concerned with the welfare of the small cotton 
farmer, appeared before the committee and placed the st!1mp 
of the unqualified disapproval of the Department of Agncul­
ture on S. 385 and S. 3146. 

" The evidence adduced by the committee developed that the 
contract-deliYery system as conducted on the New Orleans 
Cotton Exchange consists of the buying and selling of cotton 
for future delivery under the United States cotton futures act, 
as amended March 4, 1919, and regulations of the Secretary of 
Agriculture pursuant thereto. 

•· The contracts are known as section 5 contracts, as that 
section of the United States cotton futures act and the regu­
lations of the Secretary of Agriculture ccmstitute the limita­
tions thereof. These provide that-

"All contracts made for futUI·e delivery on any exchange, 
board of trade, or similar institution or place of business not 
in conformity with the United States cotton fUtures act are 
subject to a tax of 2 cents per pound; 

,:The contract must specify the basis grade of the cotton 
involved, which shall be one of the 10 grade~ for which. sta~d­
ards are established by the Secretary of Agriculture; middling 
shall be deemed the basis grade if no other grade be specified 
in the contract; 

·'All cotton dealt with shall be of or within the grades speci­
fied by the Secretary of Agriculture ; 

•·Cotton delivered on such contracts above or below the basis 
grade must be settled for at actual commercial differences 
above or below the contract price for the basis grade ; 

"No cotton shall be delivered that is below low middling 
or- that is reduced below the value of low middling because of 
defects, and so forth, and is of less than seven-eighths of an 
inch in length of staple; 

" Tenders on contracts must be the full number of bales in­
vol rnd or the equivalent weight thereof, and the person making 
the tender shall give written notice fl.Ye business days before 
delivery to the receiver, and in advance of final settlement must 
furnish the receirnr a written notice or certificate stating the 
grade of each individual bale and by means of numbers identi­
fying each bale with its grade; 

"All cotton de-livered must be classed in accordance with the 
classification, made under the regulations of t~e Secretary of 
Agriculture, by officers of the Government designated by the 
Secretary for that purpose. 

" Under the authority vested in it the Department of Agri­
culture has standardized spinable catton tenderable on con­
tracts into 10 grades, and subject to the above regulations 
cotton tendered on future-delivery contracts is inspected and 
cla ·sed by G-0vernment officials who issue certificates therefor; 
in other words, under the law the Government becomes a party 
to the final settlement of the contracts, insuring the honesty, 
correctness, and uniformity of such deliveries. 

"The author of s. 3146 says frankly that both the old custom, 
under which fUture trading in cotton was developed, and the 
present statute 'have always been wrong,' and in lieu of the 
present law and the regulations promulgated thereunder by the 
Secretary of Agriculture he would divide 9 grades into 3 classes, 
to wit, A, B, and 0, with 3 grades in each class, and make the 

· · milldle class the basis, with a discount for a grade below and 
a premium for a grade above. He can see no objection what­
ever tO' this proposition which limits the tender of the seller 
from 10 grades to 3 iri a given contract; he would require the 
specific grade to be specified at the time the contrnct is made ; 
and, finally, he would allow the purchaser and the seller of a 
contract to each select half of the quantity; but in order to 
avert the possibilit"S" of a corner, either up or down, let them 
divide each half equally in two or even three grades. 

"As has been stated, with the exception of the author not a 
solitary advocate of this plan appeared to urge its substitution 
for the existing law. It was pointed out, however, that the 
present law permits the trading in specific grade contracts 
Jlllder ~ection 10, although such contracts are never made across 

the future ring, and such contracts are stronger than those 
provided for in S. 3146. 

"With the exception of the author, every witness heard 
orally and every communication received by mail from repre­
sentative cotton interests condemned that feature of S. 3146 
which would reduce the number of grades allowed in the future 
contract from 10 to 3. The spot merchants, who deal directly 
with the growers, pointed out . that their purchases necessarily 
covered a wide range, embracing some 20 or more grades known 
to the spot trade, and if they were compelled under this bill 
when selling futures to insure these purchases, to be limited 
in those future contracts to only 2 or 3 grades, then the 
future contract used as a legitimate hedge or insurance would 
cease to function. 

" But by far the more vigorous attack upon the proposition 
to reduce the number of grades and reYlse .the form of con­
tract came from representatives of the United States Depart­
ment of Agriculture. 

"It was pointed out that the present law calls for one form 
of contract which is the basis of all transactions and provides 
a continuous market that the sp(}t-cotton h'ade argues from. 
It was problematical if the volume of business could be reduced 
and still provide a continuous market, yet the bill under con­
sideration proposed to divide the present form of contract up 
into three. If this were done, then the volume of business 
would be cut into fractions of its present size or there would be 
a tremendous increase in business to provide the same volume 
of business in any one ot these three fOrms of contract. The 
opinion of the departmental spokesman was that the trade 
would not adopt three forms of contract, and the fact was 
stressed that the adoption of any form of contract which 
would reduce the number of tenderable grades would vastly in­
crease the number of bales annually left on the hands of the 
"aggregate producer." As an illustration of the awful menace 
threatening the smaller farmer which is involved in any plan 
which would reduce the number of grades tenderable upon 
future contracts the department pointed out that in the com­
paratively recent past when the Senate called upon the Census 
Bureau for figures showing the quantity of splnable cotton on 
hand it was shown that there was in storage in the warehouses 
of the country cotton that was untenderable on future con­
tracts to the extent of 24 per cent of the total. 

" The snme unanimity of adYerse opinion was expressed by 
all branches of the cotton trade upon the third and remaining 
feature of the bill, which provides that the purchaser and the 
seller of a contract each select half of the quantity involved in. 
the contract. The effect of this arrangement, it was contended, 
would be to restrict the contract to a point where the spot­
cotton merchant could not make use of it in connection with his 
business, and trading in futures as a hedge or insurance for 
legitimate business transactions would be automatically dis­
continued. 

"As disclosed by their titles, neither S. 385 nor S. 3146 were 
intended to suppress the two exchanges in this country where 
future contracts in cotton are dealt in, irrespective of what 
their ultimate effect upon the trade might be. But in view of 
the very general interest that has recently been manifested in 
the subject of future trading in agricultural products and be­
cause of the attention that has been be.stowed upon certain 
phases of the question by the judicial as well as the legislative 
branch of the Government the committee decided to conduct a 
broad and comprehensive inquiry in the operation of the cotton 
futures act as amended. 

" It ls believed that the hearings, embracing a volume of 175 
pages, will prove a valuable and timely contribution to the in­
formation on a subject that promises to engage the attention of 
Congress for some time to come. 

.. The witnesses from the various cotton States. and who were 
very largely engaged in the spot-cotton business, are recognized 
throughout the trade as qualified to speak for the interests they 
represented. 

"The communications from the New Orleans Cotton Exchange. 
dealing with the other phase of the cotton trade, are from 
officials of that institution whose long and distinguished service 
in the cause of future trading have made their names house­
hold words throughout the civilized world wherever cotton 
future contracts are ti-aded in. 

"The committee has also deemed it advisable to include in 
the hearings, for the convenience of those who wish to study 
this question, a summary of the exhaustive discussion of the 
Comer amendment to the cotton futures act on the fioor of the 
Senate, Friday, April 30, 1920, by Senator JosEPH E. RANSDELL, 
of Louisiana, together with the speech of Hon. Edward D. 
White, of Louisiana (subsequently Chief Justice of the Supreme 
Court of the United States), in the Senate of the United States, 
Thursday, July 21, and Friday, July: 22, 1892!" 
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[S. 385, Sixty-seventh Congress, first session. By Senator DIAL.] 
A bill to amend section 5 of the United States cotton futures act, 

approved August 11, 1916, as amended. 
"Be it enacted, etc., That section 5 of the United States cotton 

futures act, approved August 11, 1916, as amended, be, and the 
same hereby is, amended as follows : 

" In the fourth subdivision of section 5 of said act insert 
'(a)' after 'fourth' and before' provide' and add at the end of 
such fourth subdivision: 

" ' ( b) To provide that unless cotton in the basis grade be ten­
dered in settlement of such contract, the buyer shall have the 
right to demand that one-half of the amount deliverable under 
the contract shall be delivered in equal quantity in two grades, 

· to be specified by him, and that the seller shall have the right 
to tender one-half of the amount deliverable under the contract 
in equal quantity in two grades to be specified by such seller.' 

" The foregoing· amendments shall be effective on and after 
the thirtieth day after the approval of this amendatory act, but 
nothing herein shall be construed as applicable to contracts en­
tered into prior to the effective date of this amendatory act, or 
to affect rights acquired or powers exercised thereunder." 

[S. 3146, Sixty-seventh Congress, second session. By Senator DUL.] 
A bill to amend section 5 of the United States cotton futures act. 
"Be it enacted, etc., That the second subdivision of section 5 

of the United States cotton futures act, appro>ed August 11, 
1916, as amended, is amended to read as follows: 

"'Second. (a) Specify as the class of the contract one of the 
following classes : 

"'Class A, which shall include only middling fair, strict 
good middling, good middling, and strict middling grades; 

" ' Class B, which shall include only strict middling, mid­
dling, strict low middling, and good middling yellow tinged 
grades; 

"'Class C, which shall include only strict low middling, low 
middling, strict middling yellow tinged, and good middling yel'­
low stained grades. 

"'(b) Specify the basis grade for the cotton involved in the 
contract, which shall be one of the grades for which standards 
are established by the Secretary of Agriculture, and which 
shall be one of the grades included within a class in para-graph 
(a) of this subdivision; the price per pound at which the cot­
ton of such basis grade is contracted to be bought or sold ; the 
date when the purchase or sale was made; and the month or 
months in which the contract is to be fulfilled or settled. 

" ' ( c) If no other class is specified in the contract, or in the 
memorandum evidencing the same, the contract shall be deemed 
a class B contract. 

" ' ( d) If no other basis grade be specified in the contract, 
or in the memorandum evidencing the same, good middling 
shall be deemed the basis grade incorporated into a class A 
contract, middling shall be deemed the basis grade incorpo­
rated into a cJass B contract, and low middling shall be deemed 
the basis grade incorporated into a class C contract.' 

" SEc. 2. That the third subdivision of section 5 of such act 
is amended to read as follows : 

" ' Third. Provided that the cotton dealt with therein or de­
livered thereunder shall be of or within the grades for which 
standards are established by the Secretary of Agriculture, and 
of or within the grades included within the class so specified 
or incorporated as the class of the contract, and that cotton of 
any other grade or grades shall not be dealt with therein nor 
delivered thereunder.' 

"SEc. 3. That the fifth subdivision of section 5 of such act, 
as amended, is amended to read as follows : 

·~··Fifth. Provided that C(}tton that, because of the presence 
of extraneous matter of any character, or irregularities or de­
fects is reduced in value below that of strict middling in the 
case 'of a class A contract, strict low middling in the case of a 
class B contract, or low middling in the cas2 of a class C con­
tract, the grades mentioned being of the ot;n.cial cotton stand­
ards of the United States, or cotton that is less than seven­
eighths of an inch in length of staple, or cotton of perished 
staple or of immature staple, or cotton that is " gin cut " or 
reginned or cotton that is "repacked" or "false packed" or 
" mixed' packed" or "water packed," shall not be delivered 
on, under, or in settlement of such contract.' 

"SEC. 4. That the second paragraph of the seventh subdivi­
sion of section 5 of such act, as amended, is amended to read 
as follows: 

" ' The provisions of the third, fourth, fifth, sixth, and 
seventh subdivisions of this section shall be deemed fully in­
corporated into any such contract if there be written or printed 
thereon, or on the memorandum evidencing the same, at or 

prior to the time the same is signed, the phrase " subject to 
United States cotton futures act, section 5, class A," if the 
contract is a class A contract ; or the phrase " subject to 
United States cotton futures act, section 5, class B," if the 
contract is a class B contract; or the phrase " subject to United 
States cotton futures act, seetion 5, class C," if the contract is 
a: class C contract.' 

"SEc. 5. That the provisions of this act shall be effective on 
and after the thirtieth day after its passage, but such provi­
sions shall not be construed as applicable to nor as affecting 
any right, power, privilege, or immunity under any contract 
entered into prior to such day.'' 

.Mr. KING. Mr. President, will the Senator from Louisiana 
permit me to ask him a question? 

Mr. JONES of Washington and Mr. DIAL addressed the 
Chair. 

The VICE PR;E;SIDENT. The Senator from Washington. 
Mr. KING. I desire to ask the Senator from Louisiana a 

question. 
Mr. JONES of Washington. I merely wish to see if I can 

not get an agreement. I had hoped that we should be able to 
dispose of the pending bill to-night. I do not wish to try to 
bring Senators here now; so I was going to ask unanimous con­
sent that the Senate take a recess until 11 o'clock to-morrow, 
with the unclerstanding and an agreement to that effect that the 
Senate shall vote on the pending amendment not later than 
11.30 o'clock. Could I obtain an agreement of that character? 

Mr. DIAL. No; and I hope the Senator will not make the 
request. 

l\Ir. KING. I suggest to the Senator that he ask that a vote 
be taken at 1 o'clock. 

l\fr. JONES of Washington. Will the Senator from South 
Carolina be willing to fix a time when we shall come to a vote? 

l\lr. DIAL. I do not desire to take up much longer the time 
of the Senate; but I have been absent for four or five days, 
having been called out of the city, and have just returned. I am 
very tired and can not proceed to-night. The reason I have not 
previously offered tl1e amendment is because I have been away. 
To-morrow I shall only want 10 or 15 minutes, if the Senator 
from Washington will give me that much time. 

Mr. JONES of Washington . . Would the Senator from South 
Carolina be willing then to take a vote not later than 12 o'clock? 

Mr. DIAL. I suggest that the Senator make it 1 o'clock, as 
some other Senator might wish to speak. 

Mr. ROBINSON. If the Senator from Washington will yield 
to me, I desire to say that I do not think the pending amend­
ment will consume a great deal of time in discussion to-morrow. 
I think, perhaps, it would be better to take a recess now and 
to-morrow resume the consideration of the bill, without an 
attempt to agree upon a time for a vote upon the amendment. 

Mr. JONES of Washington. Might we not fix a later hour at 
which to vote on the pending amendment? 
~r. ROBINSON. I shall not object to voting at 1 o'clock or 

even before that time. 
Mr .. JONES of Washington. I suggest that the vote be taken 

not later than 1 o'clock. 
Mr. ROBINSON. If the discussion shall have been con­

cluded prior to that time, so far as I am concerned, I shall 
not object to a vote, but I do not believe it will be necessarY, 
to take a recess until 11 o'clock. 

Mr. JONES of Washington. We have had this amendment 
under consideration now for about three hours, although it is a 
proposition that really is not germane to the bil1. I do not 
want to press the matter unduly, and I do not think I have, but 
I think that the Senate ought to be willing to recess until 11 
o'clock. 

Mr. ROBINSON. I shall object to any unanimous-consent 
agreement for a recess until 11 o'clock; but I shall not object 
to any arrangement the Senator from Washington may be able 
to effectuate if he contemplates a recess until 12 o'clock. 

l\Ir. WARREN. l\Ir. President, I wish we might agree upon 
the proposition which has been made by the Senator from 
Washington [Mr. JONES]. I gave nodce last night that I wished 
to have taken up to-day an important appropriation bilJ, and 
I had hoped that it might be considered. It is rather necessary 
that the appropriation bill should be passed to-morrow, but I 

. do not wish to move to displace any other measure. 
Mr. ROBINSON. There is no objection to the Senator tak­

ing up the bill at 12 o'clock; but I think it unnecessary to be­
gin at this time the practice of recessing until 11 o'clock and I 
shall object to it. 

1\1r. JONES of Washington. I will say to the Senator that 
if the Senate shall agree to vote on this amendment at not later 
than 1 o'clock I am willing to propose a recess until 12. 
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l\Ir. ROBINSON. I have no objection to that arrangement. 
l\Ir. JONES of Washington. l ask unanimous consent, then, 

'Mr. President, that when the Senate doses its session t<rday it 
'recess until 12 o'clock to-morrow, ·and that we vote <>n this 
amendment not later than 1 o'clock to-morrow. 

Mr. HEFLIN. Mr. President, I want to say only a very few 
words. The senior Senator from South Carolina [Mr. SYITH] 
ls not here; I understand that some members o1 his family are 
sick; and I want to say a few words. I do not think I shall 
consume over 10 minutes. 

~Cr. ROBINSON. I sugg.est that tM Senator get recognition 
now and go on to-moITow, and take such portion of the time as 
he desires. 

l\1r. HEFLIN~ Then, l\Ir. President, I ask fo~ recognition 
now, that I may be recognized in the morning, so that I can 
proceed the first thing m the morning. 

The VICE PRESIDENT. The Senat6r from Alabama. Is 
there objection to the proposed unanimous-consent agreement? 
The Chair hears none, and the unanim-0us-consent agreement is 
entered into. 

The agreement was reduced to writing, as follows: 
It is a..,"'reed by unanimous consent that when the Senate concludes 

Hs business to-day it recess until 12 o'clock to-morrow, and that at not 
later than 1 o'clock p. m. on the calendar day of Thursday, January 18, 
1923 the Senate will ]>r<>ceed to vote wHhout further debate upqn the 
pending amendment of the Senator trom South Carolina [Mr. DIAL] 
to Senate bill 4280. 

l\lr. FLETCHER. Mr. President, I have only one other 
amendment that I want to offer to this bill. So far as I know, 
it will not take a '\"ery great while. 

1\Ir. J01'1ES of Washington. Does the Senator desire to offer 
the amendment now? 

)tr. FLETCHER. No; I simply want to let the Senator know 
that there is another amendment pending. 

EXECUTIVE SESSION. 

~fr . .TONES of Washington. I move that the Senate proceed 
to the consideTil.ti<m -0f executive business. 

The motion was agreed to, and the Senate proceeded to th~ , 
consid~ration of ~xecutive business. After 5 minutes spent in 
executive session the doors were reopened, and (at 5 o'clock and 
35 minutes p. m.) the Senate, under the order previously made4 

took a recess until to-morrow, Thursday, January 18, 1923, at 
12 o'clock m~ricUan. 

CONFIRMATIONS. 
Ea:ecut.iVe notninations con:(lrmed b1/ the Senate January 17 

(legislative day of January 16), 1928. 

Coll.ECTOR oF CusroMs. 
Oscar H Dahly to be collector of customs, district No. 36. 

POSTMASTERS. 

CALIFORNIA. 
Henry De Soto, Kent:field. 

IOWA. 

Jesse A. Barnes, Brooklyn. 
Lorenzo D. Haworth, Dunlap. 

MICHIGAN. 

Carl A. Anderson, l\Ienomlnee. 
MISSOURI. 

Alva C. Boyd, Mllan. 
NEBR.A.SKA. 

Edith E. Peterson, Eddyville. 
Otto Da.n, Yutan. 

NEVADA. 

Mary V. Fox, Gold IDll. 
NEW MEXICO. 

Timothy B. Baca, Belen. 
Canuto C. Sanchez, Santa Rosa. 

l'.~W YORK. 
Herbert R. Foshay, Mamaroneck. 

TENNESSEE. 

Joseph C. Hale, Winchester. 
TEXAS. 

Fred H. Li.garde, Laredo. 
James 'M. Sloan, NavaSGta.. 
Raymond G. Johnson, Rockwall 
Edward N. Mulkey. Sherman. 

HOUSE OF REPRESENTATIVES. 
WEDNESDAY, J anur»'Y 17, 19~3. 

The House met at 12 o'clock noon. 
The Ohaplain, Rev. James Shera Montgomery, D. D., offered 

the following prayer : 

By faith, by love, and by hope, our Heavenly Father, may 
we be joined to Thee. As Thou art an infinite God, we believe 
that all good work is immortal. As through Thy mercy our 
days are renewed, 0 renew our strength unto all good things 
that make for righteousness and peace. l\Iay each morning be 
a new call to duty, and help us to blend all our privileges with 
gratitude and humility. Spare us from being afraid of our 
deepest convictions. Bless all who sow in tears, and some 
happy moment may they reap iu joy. Thro.ugh Christ, our 
Saviour. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

WAB DEPARTMENT APPROPRIATIONS. 
On motion of Mr. ANTHONY, the House resolved itself into 

the Committee of the Whole House on the state of the Union 
for the further consideration of the bill ( H. R. 13793) making 
appropriations for the military and nonmilitary activities of 
the War Department for the fiscal year ending June 30, 1924, 
and for other purposes, with l\fr. TILSON in the chair. 

The CHAIRMAN. When the committee ro~e last e-vening 
thete were 11 minutes remaining to the gentleman from Kansas 
{Mr. ANTHONY]. 

Mr. ANTHONY. Mr. Chairman, we will not use that time. 
I ask that the Clerk read the bill. 

The CHAIRMAN. The Clerk will pro·ceed with the reading 
of the bill. 

The Clerk read as follows: 
CONTINGENClES OF THE ARYY. 

For all contingent expenses of the Army not otherwise provided for 
and enrbraci.tJg all branches of "the milita1·y service, including the office 
of the Chief of Staff; for all emergencies and extraordinary expenses, 
including the employment of translators and exclusive of all other per­
.sonal services in the War Department or any of its subordinate bureaUI1 
or offices at Washington, D. c .• or in the Army at largeh but impossible 
to be anticipated or classified to be expended. on t e approval or 
authority of the Secretary of War, and for such purposes as he may 
deem proper, including the payment of a per diem allowance not to 
exceed $4, in lieu of subsi tenoe, to employees of the War Department 
traveling on official business outside of the District of Columbia and. 
away from .their designated posts, $62,980 : Provided, That not to ex­
ceed $34,980 of the money herein appropriated shall be expended for 
the payment of salaries of civilian employees connected with the sale 
of war supplies and the adjustment of war contracts and claims: 
Provided further, That none of the (unds appropriated in this 11et 
-sball be used for the payment of expenses connected with the transfer 
-0f surplus property of the War Department to any otli.er activity of 
the Governmrult where the articles or lots of articles to be transfer.red 
are located at any place at which the total surplus quantities of the 
same commodity are so small that thelr transfer would not, in the 
.opinion of the Secretary of War, be economical: Provided further, 
That none of the funds appropriated or made available under this 
act shall be used for the payment of any salary in excess of ~5,000 
per annum to any ciVilian employee in the War Department, unless 
otherwise specifically proVided by law. 

Mr. SISSON. l\fr. Chairman, on page 11 of the bill I notice 
that the Clerk read "$34,980." On my copy of the committee 
print of the bill, which originally provided 'not to exceed 
$67,000, I have it marked that we reduced it to $30,000. ' 

Mr. ANTHONY. If my memory is correct, 've reduced th~ 
item $15,000 and changed the figures from $49,980 to $34,980 
to reflect that reduction of $15,000. ' 

Mr. SISSON. The gentleman may be correct about it. I 
have it marked $30,000 in my copy of the bill. 

The CHAIRMAN. The Clerk will proceed. 
The Clerk read as follows : 

'MILITARY 'POST l!!XCH.1XGES. 

For continuing the construction, equipment, and maintenance ot: 
suitable buildings at military posts and stations, for the conduct of the 
post exchange, school, reading, Jun.ch, amusement .rooms; for the con­
duct and maintenance of libraries, gervice clubs, chapels, and gymna­
siums, lnc'luding repairs to buildings erected at private .cost, in the 
operation of the aet approved May 31, 1902, and including salalies 
a.n.d travel fur civilians emplo~d in the hostess and library se1·Vices., 
and for transportation of bool<s alld equipment for these services; for 
the rental o:f ·films, purchase of lides, for and making repairs to mov­
i.ng-picture outfits and for similal." and other reereationa purposes at 
training and mobilization camps now established, or which may be 
hereafter established, $75,000 : Provided, That not to .exceed $30,000 
from this appropriation may be expended for the conduct and main­
tenance of libraries and not to exceed $3-0,000 may be expended for the 
conduct and maintenance of hostess hou es: Prni-l.ded further, That 
no person J>ald "from th1s aplJTOPriation sh.all r.eceive a total salary at 
a. rat~ exceeding $3,600 per annum an4 not more tbll'n two may be 
employed at $3,500 per annum each. · 

Mr. McKENZIE. Mr. Ollairmrun, ii desir~ to o-ffer an amend­
ment. 
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